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ARTICLE  XVII  OF  THE  CHARTER 

(Adopted  November  2,   1920;  Approved  by  the  Legislature 
January  12,  1921) 

Retirement  of  Aged  and  Disabled  City  Employees. 

Section  1.  The  Board  of  Supervisors  of  the  City  and  County 
are  empowered  under  the  conditions  set  forth  herein,  on  the  vote 
of  fourteen  members  and  the  approval  of  the  Mayor,  to  establish 
a  retirement  system  and  to  provide  for  death  benefits  for  public 
employees  other  than  policemen  and  firemen  who  are  now  mem- 
bers of  a  pension  system,  and  elective  officers  and  officers 
appointed  by  the  Mayor.  Provided,  however,  that  in  no  retire- 
ment system  so  established  shall  an  employee  be  retired,  except 
in  case  of  disability,  incapacitating  the  employee  for  the  per- 
formance of  his  duties  before  he  reaches  the  age  of  sixty-two,  and 
before  ten  years  of  continuous  service;  except  that  the  Board  of 
Administration  hereinafter  created  may,  by  rule,  provide  for 
retirement  of  employees  after  thirty  years  of  continuous  service, 
as  defined  by  the  Board  of  Administration,  who  elect,,  within  one 
year  after  their  entrance  into  a  retirement  system,  to  receive  a 
retirement  allowance,  payable  after  thirty  years  of  continuous 
service,  as  defined  by  the  Board  of  Administration,  at  rates  of 
contribution  to  be  established  by  the  Board  of  Administration. 
Retirement  shall  be  compulsory  at  the  age  of  seventy. 

Section  2.  The  Board  of  Administration  hereinafter  provided, 
shall  secure  from  a  competent  actuary  a  report  of  the  cost  of 
establishing  a  general  retirement  system  for  all  employees  of  the 
City  and  County.  Said  actuary  shall  be  one  who  has  had  actual 
experience  in  the  establishment  of  retirement  systems  for  public 
employees,  and  his  position  shall  be  considered  one  requiring 
expert  or  technical  training  within  the  meaning  of  Section  2, 
Article  XVI  of  the  Charter. 

Section  3.  The  retirement  system  shall  be  conducted  on  the 
contributory  plan.  The  City  and  County  shall  contribute  jointly 
with  the  employees  affected  thereunder.  Employees  shall  con- 
tribute an  amount  not  to  exceed  5  per  cent  of  their  salary  or 
wage  except  that  in  the  discretion  of  the  Board  of  Administra- 
tion employees  of  the  age  of  fifty  or  over  at  the  time  a  retire- 
ment system  becomes  effective,  may  be  required  to  contribute  not 
to  exceed  10  per  cent  of  their  salary  or  wage ;  and  employees  of 
forty  years  of  age  or  over  at  the  time  a  retirement  system  be- 
comes  effective,   may,   at   their  option,   within   one  year   after  their 


entrance  into  such  a  system  and  with  the  approval  of  the  Board 
of  Administration,  elect  to  receive  retirement  allowances  in  excess 
of  those  normally  established,  at  rates  of  contribution  to  be  deter- 
mined by  the  Board.  The  City  shall  contribute  an  equal  amount, 
except  where  employees  elect  to  receive  a  retirement  allowance 
at  a  rate  in  excess  of  that  normally  established,  in  which  case  the 
City  shall  contribute  the  amount  provided  in  the  actuarial  tables 
adopted  by  the  said  Board  for  normal  retirement  allowances.  The 
system  shall  be  applied  to  such  departments,  sections  or  classes 
of  employees  as  the  Supervisors  shall  determine.  The  mortality, 
service,  experience,  or  other  table  calculated  by  the  actuary,  and 
the  valuation  determined  by  him,  and  approved  by  the  Board, 
shall  be  conclusive  and  final,  and  any  retirement  system  estab- 
lished under  this  article  shall  be  based  thereon ;  provided  that 
initial  liabilities  accruing  under  a  retirement  plan  because  of  past 
service  of  employees  in  service  at  the  time  this  amendment  is 
adopted  may  be  covered  by  annual  appropriations  of  the  Super- 
visors. The  system  shall  be  managed  by  a  Board  of  Administra- 
tion as  established  in  Section  4  hereof. 

Section  4.  A  Board  of  Administration  of  said  retirement  sys- 
tem is  hereby  created,  consisting  of  the  Chairman  of  the  Finance 
Committee  of  the  Board  of  Supervisors,  the  Auditor,  three  mem- 
bers elected  from  the  active  members  of  the  retirement  system,  a 
resident  official  of  a  life  insurance  company,  and  an  officer  of  a 
bank,  to  be  appointed  by  the  Mayor  within  sixty  days  of  the 
taking  effect  of  this  amendment.  Such  appointees  shall  serve 
without  compensation.  Provided,  however,  that  pending  estab- 
lishment of  a  retirement  system,  the  Mayor  shall  appoint  the  three 
members  to  represent  the  active  members  of  the  retirement  sys- 
tem from  a  list  of  nominees  presented  by  the  employees  wha 
would  be  affected  by  such  a  system.  Members  other  than  ex- 
officio  members  shall  so  classify  themselves  by  lot,  that  one  term 
shall  expire  each  year. 

Section  5.  The  Board  of  Administration  may  establish  such 
rules  and  regulations  as  they  may  deem  proper ;  shall  elect  one 
of  their  members  president  and  appoint  a  secretary,  and  may 
appoint  such  other  employees  as  may  be  necessary.  Such  ap- 
pointments, excepting  the  actuary,  shall  be  made  under  the  pro- 
visions of  Article  XIII  of  this  Charter. 

Section  6.  The  Board  of  Administration  shall  be  the  sole 
authority  and  judge  under  such  general  ordinances  as  may  be 
adopted  by  the  Supervisors  as  to  the  conditions  under  which 
persons  may  be  admitted  to  benefits  of  any  sort  under  the  retire- 
ment system,  and  shall  have  exclusive  control  of  the  administra- 
tion and  investment  of  such  fund  or  funds  as  may  be  established. 
Provided,   however,   that   the   Auditor    shall    refuse   to    allow   any 


warrant  drawn  for  payment  of  a  retirement  allowance  if,  in  the 
opinion  of  the  Auditor,  such  retirement  allowance  has  been 
granted  in  contravention  of  this  article  or  any  ordinance  passed 
under  the  authority  granted  herein. 

Section  7.  The  Board  of  Supervisors  is  hereby  fully  em- 
powered by  a  majority  vote  of  the  members  to  enact  any  and 
all  ordinances  necessary,  in  addition  to  the  ordinance  authorized 
in  Section  1  of  this  article,  to  carry  into  effect  the  provisions  of 
this  article. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Board  of  Administration 

Retirement  System  for  City  Employees 

Room  281,   City   Hall 

December  9,  1921. 

To  the  Honorable  Board  of  Supervisors, 
City  Hall,  San  Francisco,  Calif. 

Gentlemen : 

The  Board  of  Administration  created  in  Article  XVII  of  the 
Charter  and  appointed  by  his  Honor,  Mayor  James  Rolph,  ]r.„ 
on  March  9,  1921,  takes  pleasure  in  transmitting  a  complete 
report  of  its  work  in  connection  with  the  proposed  Retirement 
System  for  aged  and  disabled  City  employees.  Appendix  I  of 
the  Report  is  a  draft  of  an  ordinance,  the  enactment  of  which 
will  establish  the  Retirement  System,  while  Appendix  II  is  the 
Report  of  the  Actuary  to  the  Board  of  Administration  upon  the 
investigation  made  by  him. 

The  character  of  this  Report  will  indicate  the  importance  and 
magnitude  of  the  task  with  which  •  this  Board  has  been  con- 
fronted and  will  be  an  explanation  of  the  time  consumed  in  the 
accomplishment  of  that  task.  While  the  Board  has  prosecuted 
the  work  with  due  diligence,  it  has  felt  all  along  that,  regardless 
of  the  time  consumed,  the  primary  consideration  should  be  the 
establishment  of  the  proposed  Retirement  System  on  a  basis 
sound  financially  and  fair  and  just  to  both  the  City  and  the 
employees. 


The  Board  of  Administration  wishes  to  express  its  apprecia- 
tion and  commendation  of  the  efficient  manner  in  which  the 
Actuary  of  the  Board,  Mr.  William  Leslie,  performed  his  duties 
in  connection  with  the  proposed  Retirement  System. 

The  Board  desires,  also,  to  express  its  appreciation  of  the 
co-operation  afforded  by  the  heads  of  the  various  offices  and  de- 
partments of  the  City  government,  and  to  the  employees  of  those 
offices  and  departments  as  well,  in  furnishing  information  and 
data  necessary  for  the  accomplishment  of  the  work  of  the  Board. 

Respectfully  submitted, 

John  W.  Rogers, 

President. 
Thos.  G.  Riley 
Edw.  M.  Coffey 
DeWitt  C.  Treat 
A.  S.  Holman 
Thos.   F.   Boyle 
R.  McLeran 
Ralph  R.  Nelson, 
Secretary. 


I. 

HISTORY  OF  MOVEMENT  IN  SAN  FRANCISCO. 

The  Board  of  Administration  does  not  feel  that  a  report  of 
its  work  would  be  complete  without  a  brief  resume  of  the  growth 
of  the  movement  in  San  Francisco,  having  for  its  object  the  crea- 
tion of  a  Retirement  System  for  aged  and  disabled  City  em- 
ployees. It  believes  that  an  understanding  of  that  growth  is 
necessary  for  the  proper  appreciation  of  the  System  recommended 
in  this  Report. 

For  many  years  those  in  a  position  to  know  conditions  have 
seen  the  need,  for  the  good  of  both  the  City  and  the  employees, 
of  some  arrangement  whereby  aged  and  disabled  employees  might 
be  relieved  of  the  burden  of  their  duties  and  be  replaced  by 
younger  and  more  capable  employees,  thus  promoting  economy 
and  efficiency  in  the  public  service.  Humanitarian  considerations 
and  the  actual  obligation  of  the  City  to  such  aged  and  disabled 
employees  precluded  the  taking  of  such  action  by  the  City  until 
such  time  as  a  Retirement  System  was  established  under  which 
these  employees  who  had  rendered  many  years  of  faithful  service 
might  be  granted  pensions  to  continue  after  their  separation  from 
the  service  of  the  City. 

Every  passing  year  intensified  the  condition,  until  on  March 
16,  1915,  a  proposed  Charter  amendment  designed  to  remedy  the 
situation  was  submitted  to  the  people  for  ratification.  The  pro- 
posed amendment  merely  authorized  the  Board  of  Supervisors  to 
submit  to  the  voters  at  any  regular  election  an  ordinance  provid- 
ing for  the  retirement  and  pensioning  of  municipal  employees  other 
than  members  of  the  police  and  fire  departments.  Because  of  its 
lack  of  definiteness  and  the  uncertainty  of  just  what  its  effect 
would  be,  it  received  practically  no  support  and  was  defeated  by 
a  vote  of  13,070  ayes  to  35,384  noes. 

But  the  conditions  sought  to  be  remedied  still  maintained 
and  in  fact  continued  to  grow  worse,  until  in  1920  his  Honor, 
Mayor  James  Rolph,  Jr.,  directed  Mr.  Paul  Eliel,  Director  of  the 
San  Francisco  Bureau  of  Governmental  Research,  and  Mr.  Earl 
Walcott,  President  of  the  Civil  Service  Commission,  to  prepare 
a  second  amendment  to  the  Charter  providing  for  the  establish- 
ment of  a  Retirement  System  and  to  be  submitted  to  the  people 
at  the  general  election  to  be  held  on  November  2,  1920.  A  draft 
of  the  amendment  was  prepared  after  consultations  with  the 
Mayor,  other  City  officials  and  representatives  of  the  employees, 
and  after  a  study  of  the  general  terms  and  provisions  of  retire- 
ment systems  established  in  other  cities.  The  draft  was  in  the 
nature  of  an  enabling  act  and  prescribed  limitations  and  conditions 
within  which   a  retirement  system  might  be   established   without 


setting  forth  in  detail  the  benefits  to  be  allowed  or  the  conditions 
under  which  they  were  to  be  granted.  It  met  the  objections 
which  caused  the  defeat  of  the  amendment  submitted  in  1915. 

The  present  Board  of  Supervisors,  on  September  20,  1920, 
voted  unanimously  to  submit  the  proposed  Charter  amendment 
to  the  people.  The  employees  of  the  City  gave  the  amendment 
their  enthusiastic  support  and  organized  the  Retirement  League 
of  San  Francisco,  under  whose  auspices  a  very  active  and  exten- 
sive campaign  of  education  was  conducted,  designed  to  acquaint 
the  public  with  the  merits  of  the  proposed  legislation.  The 
amendment  received  the  endorsement  of  the  Chamber  of  Com- 
merce, San  Francisco  Real  Estate  Board,  San  Francisco  Labor 
and  Building  Trades  Councils,  Civic  League  of  Improvement 
Clubs,  Downtown  Association  and  many  other  organizations, 
and,  in  addition,  had  the  support  of  practically  the  entire  press. 
The  amendment  was  ratified  by  the  people  by  a  vote  of  79,090  in 
favor  to  49,437  against,  making  a  majority  of  29,653. 

The  amendment  was  approved  by  the  California  State  Legisla- 
ture on  January  12,  1921,  and  on  March  9th  his  Honor,  the  Mayor, 
appointed  the  members  of  the  Board  of  Administration.  Since 
that  time  the  Board  has  been  engaged  in  the  work,  the  results  of 
which  are  contained  in  this  Report. 

II. 

STUDY  OF  OTHER  SYSTEMS  AND  OF  CONDITIONS  IN 
SAN  FRANCISCO. 

From  the  very  start  the  members  of  the  Board  were  of  the 
opinion  that  no  intelligent  conclusion  relative  to  the  proposed 
Retirement  System  could  be  reached  except  after  an  intensive 
study  of  the  work  of  pension  boards  and  commissions  in  other 
cities  and  after  an  investigation  of  conditions  in  San  Francisco. 

Since  the  services  of  an  actuary  were  indispensible  to  the 
proper  conduct  of  such  an  investigation,  the  Board,  after  a  careful 
canvass  of  the  field,  employed  Mr.  William  Leslie,  a  consulting 
actuary  of  San  Francisco.  In  addition  to  other  consulting  work, 
Mr.  Leslie  does  the  actuarial  work  of  the  California,  Utah  and 
Idaho  Industrial  Accident  Commissions  and  instructs  in  Insurance 
and  Statistics  in  the  University  of  California.  Formerly  he  was 
with  the  New  York  State  Insurance  Department,  and  while  there 
secured  valuable  experience  in  connection  with  the  New  York 
City  Employees'  Retirement  System,  then  in  process  of  organiza- 
tion. 

A  careful  census  was  made  of  all  employees  of  the  City  and 
County  of  San  Francisco,  except  those  employees  definitely  ex- 
cluded in  Article   XVII  of  the   Charter.     The  principal    informa- 
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tion  secured  in  this  census  was  the  sex,  ages,  length  of  service 
with  the  City  and  County,  and  the  compensation  over  a  period  of 
years.  From  the  files  of  the  Civil  Service  Commission  and  the 
records  of  the  Board  of  Health,  similar  information  was  secured 
concerning  persons  who  were  separated  from  the  service  of  the 
City  and  County  since  April  1,  1916.  Three  months  were  spent 
in  gathering  this  data,  which  covered  approximately  five  thou- 
sand employees  and  former  employees. 

All  the  data  gathered  in  this  way  were  placed  in  the  hands  of 
the  Actuary  and  became  the  basis  of  the  results  given  in  his  Re- 
port, which  is  contained  in  Appendix  II  of  this  Report. 

The  Board  secured  data  on  Retirement  Systems  adopted  or 
proposed  for  adoption  in  other  places.  The  more  prominent  of 
these  Systems  were  those  of  the  United  States  Government,  the 
City  of  New  York,  the  State  of  New  York,  the  City  of  Boston,  the 
City  of  Milwaukee,  and  the  State  of  California  for  adoption  by 
counties.  These  Systems  were  analyzed,  their  provisions  were 
compared  and  a  careful  study  was  made  of  the  rules  of  member- 
ship, the  benefits  provided,  the  conditions  under  which  benefits 
were  granted  and  of  various  other  features  contained  in  the 
Systems. 

Not  content  with  determining  merely  the  action  taken  by 
these  other  pension  commissions,  the  Board,  in  many  cases, 
secured  by  correspondence  the  actual  reasons  which  caused  such 
action  to  be  taken.  Mr.  Joseph  Haag,  Secretary  of  the  New  York 
City  Employees'  Retirement  System  and  member  of  the  Pension 
Commissions  of  both  the  State  and  City  of  New  York,  while  in 
San  Francisco  during  the  summer,  gave  the  Board  the  advantage 
of  his  years  of  experience  in  connection  with  the  investigations 
made  by  those  Commissions. 

The  Board  had,  therefore,  in  addition  to  its  own  observations, 
the  advantage  of  the  experience  and  advice  of  experts  from  over 
the  entire  country.  It  feels  that  its  conclusions  are  sound,  not 
only  because  they  are  unanimously  approved  by  its  own  members, 
but  also  because  they  are  in  line  with  the  best  thought  every- 
where on  the  subj'ect  of  Retirement  Systems. 
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III. 

CONCLUSIONS  DRAWN  FROM  STUDY  OF  OTHER  SYS- 
TEMS AND  INVESTIGATION   OF  CONDI- 
TIONS IN   SAN  FRANCISCO. 

Stability  of  System. 

The  Board  early  came  to  the  conclusion  that  the  principal 
cause  of  insolvency  and  inability  to  pay  claims  in  the  case  of 
numerous  retirement  systems  in  this  and  other  countries  has  been 
the  lack,  at  the  time  of  establishment,  of  a  forecast  of  the  cost  of 
the  benefits  provided  and,  consequently,  the  failure  to  make  pro- 
vision for  meeting  those  costs.  As  with  fraternal  insurance,  the 
cost  is  low  when  the  organization  is  young,  but  every  year  brings 
increases  until,  in  the  case  of  some  systems  in  Europe,  the  cost 
has  risen  as  high  as  forty-two  per  cent   (42%)   of  the  pay-roll. 

The  fallacy  in  the  retirement  systems  in  Europe  and  this 
country,  except  in  the  case  of  a  few  established  in  the  last  few 
years,  is  that  obligations  have  been  provided  for  as  they  mature 
rather  than  as  they  are  incurred.  The  Board  feels  that  the  City 
of  San  Francisco  and  the  employees  of  the  City  must  not  be  asked 
to  contribute  to  a  retirement  system  that  is  not  sound,  not  only 
for  the  present  but  for  all  the  future  as  well.  A  retirement  sys- 
tem to  be  sound  must  be  on  the  reserve  basis,  that  is,  provision 
must  be  made  for  liabilities  when  they  are  incurred  instead  of 
when  they  mature. 

The  approximate  cost  to  the  City  of  the  system  provided  for 
in  Article  XVII  of  the  Charter  will  be  known  when  the  System  is 
established.  For  present  employees  the  cost  to  the  City  on  ac- 
count of  future  service  will  increase  only  as  the  total  com- 
pensation of  those  employees  increases.  Increase  in  the  number 
of  employees  will,  of  course,  increase  the  cost,  but  only  in  pro- 
portion to  the  increase  in  the  number  of  employees.  The  time 
will  not  come  when  the  City  will  be  forced  to  choose  between 
appropriating  staggering  amounts  or  allowing  the  System  to 
default  in  payments  to  members. 

The  present  value  of  contributions  to  be  made  by  the  City  to 
match  contributions  of  present  employees,  as  well  as  the  present 
value  of  the  obligations  assumed  by  the  City  in  addition  to  those 
contributions,  is  given  in  the  table  on  page  65,  Appendix  II  of 
this  report. 

To  insure  further  the  solvency  of  the  system,  the  Board 
deemed  it  advisable  to  provide  for  the  annual  valuation  of  the 
assets  and  liabilities  of  the  Retirement  Fund  and  for  an  investiga- 
tion,  in   every   five-year   period,   into   the   mortality,    service,   and 
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compensation  experience  under  the  System.  If,  through  unfore- 
seen circumstances,  the  income  of  the  system  should  prove  to  be 
inadequate,  the  annual  valuation  will  disclose  such  inadequacy, 
and  the  investigation  provided  for  will  unearth  and  be  the  basis 
for  correction  of  the  fault. 

Prior  Service. 

As  required  in  Article  XVII  of  the  Charter,  the  Board  of 
Administration  has  provided  in  the  proposed  Ordinance  that  the 
City  shall  assume  the  liability  for  service  rendered  prior  to  the 
date  the  system  becomes  effective.  This  is  the  course  followed  in 
the  Systems  adopted  or  proposed  for  adoption  by  the  State  of 
New  York,  City  of  New  York,  City  of  Boston,  City  of  Mil- 
waukee, the  Federal  Government  and  the  State  of  California 
for  adoption  by  counties.  As  a  matter  of  fact,  there  is  no 
other  course  to  be  followed  if  the  purpose  of  the  System  is  to 
be  realized  in  the  near  future.  That  purpose  is  the  separation 
from  the  City  service  of  aged  and  disabled  employees  and  the 
granting  of  retirement  allowances  to  such  employees.  It  will 
take  several  years  after  the  system  becomes  effective  for  the 
contributions  of  an  employee  and  the  City  to  accumulate  to  an 
amount  sufficient  to  buy  an  appreciable  retirement  allowance. 
The  only  method  by  which  this  difficulty  may  be  overcome  is  for 
the  City  to  allow  retirement  benefits  in  approximately  the  same 
way  as  if  the  employee  and  the  City  had  been  contributing 
throughout  service  rendered  prior  to  entrance  into  the  System. 
It  is  because  of  this  fact  that  the  Charter  placed  the  liability  for 
prior  service  upon  the  City. 

Employees   Eligible  for   Membership. 

Article  XVII  of  the  Charter  excludes  from  membership  in  the 
Retirement  System  policemen  and  firemen  who  are  now  members 
of  a  pension  system  and  elective  officers  and  officers  appointed  by 
the  Mayor,  and  gives  the  Board  of  Supervisors  authority  to  apply 
the  System  to  such  departments,  classes  and  sections  of  employees 
as  it  shall  determine.  In  determining  who  shall  be  members  of  the 
Retirement  System  under  the  proposed  Ordinance  contained  in  this 
Report,  the  Board  of  Administration  has,  in  general,  attempted  to 
include  only  those  who  might  be  considered  as  regular  and  perma- 
nent employees  and  who  are  not  already  entitled  to  the  benefits  of 
some  pension  system.  Following  this  idea,  it  has  excluded  from 
membership  elective  officers,  officers  appointed  by  the  Mayor,  police- 
men, firemen,  public  school  teachers,  temporary  employees,  part- 
time  employees,  institutional  help  and  persons  employed  under 
special  contracts. 
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When  the  Board  came  to  consider  the  question  as  to  whether 
employees  engaged  on  the  Hetch  Hetchy  project  should  be  included, 
a  different  matter  presented  itself.  There  is  no  doubt  that  some  in- 
dividuals now  employed  on  the  Hetch  Hetchy  project  will  be  per- 
manent employees  of  the  City.  On  account  of  the  difficulty  in  deter- 
mining who  these  employees  are  and  because  of  the  great  number 
of  employees  on  that  project  who  are  temporary  and  who  can  never 
hope  to  receive  retirement  benefits  under  the  System,  the  Board, 
after  discussing  the  matter  with  City  authorities  intimately  acquainted 
with  conditions,  decided  to  exclude  all  employees  on  the  Hetch 
Hetchy  project  from  membership  until  such  time  as  that  project  is 
completed  and  placed  on  a  permanent  basis  and  with  the  provision  that 
any  employee  so  excluded  who  afterwards  becomes  a  member  of 
the  Retirement  System  through  transfer,  or  amendment  to  this  Ordi- 
nance, shall  be  protected  in  so  far  as  his  prior  service  is  concerned. 
The  administrative  difficulties  resulting  from  any  other  course  would 
be  insurmountable. 

Compulsory  Membership. 

The  Board  recommends  that  membership  in  the  Retirement  Sys- 
tem be  made  compulsory.  It  is  doubtful  if  any  but  a  compulsory 
system  can  be  established  under  the  provisions  of  Article  XVII  of 
the  Charter,  but  aside  from  that,  and  solely  upon  the  merits  of  the 
case,  the  Board  favors  a  compulsory  system.  The  purpose  of  a 
Retirement  System  cannot  be  realized  and  the  City  cannot  hope  to 
receive  full  benefit  for  the  money  expended  if  employees  are  given 
the  option  of  remaining  out  of  the  system,  and,  therefore,  the  priv- 
ilege of  remaining  in  the  City's  service  to  an  indefinite  age  and  after 
their  efficiency  has  declined. 

The  Board  finds  that,  without  exception,  those  systems  adopted 
or  proposed  for  adoption  in  recent  years  with  optional  membership, 
have  been  made  so  because  of  local  conditions,  and  particularly  be- 
cause of  the  existence  of  pension  systems  providing  benefits  of 
varying  liberality  for  different  groups.  Employees  already  mem- 
bers of  those  existing  systems  were  allowed  to  remain  if  they  chose, 
but  employees  entering  the  service  of  the  city  in  the  future  were 
obliged  to  become  members  of  the  new  Retirement  System.  In  San 
Francisco  no  such  condition  exists.  Employees  eligible  for  member- 
ship in  the  proposed  System  are  not  now  members  of  any  pension 
system. 

A  prominent  actuary  gives  the  following  reasons  why  member- 
ship in  a  system  recently  proposed  for  the  city  of  Milwaukee  was 
made  compulsory : 

"Membership   is   made   compulsory   for   the   reason   that 
since  the  city  contributes  to  support  the  system,  the  city 
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should  get  its  equivalent  for  the  money  expended  in  having 
all  employees,  without  exception  retire  when  their  efficiency 
begins  to  decline.  If  the  city  retains  one  man  at  full  salary 
because  he  refused  to  join  the  system  and  persuades  another 
man  to  retire  on  a  pension  of  only  part  salary  just  because 
he  joined  the  pension  system,  the  city  is  not  getting  its 
equivalent  for  the  money  expended. 

"Furthermore,  in  twenty  years'  time  those  men  then  in 
service  who  refuse  to  come  in  now,  will  be  a  source  of  dis- 
turbance through  their  insistent  demands  to  be  permitted  to 
join  in  the  benefits  of  the  system." 

The  Board  feels  that  this  argument  is  unanswerable. 

The  Board  is  not  unmindful  of  the  interests  and  attitude  of  the 
employees  in  this  question.  The  San  Francisco  Municipal  Civil 
Service  Association  and  the  Civil  Service  Per  Diem  Men's  Associa- 
tion have  voluntarily  gone  on  record  favoring  a  compulsory  system 
and  have  officially  notified  the  Board  to  that  effect.  And  although 
the  Board  strongly  recommends  a  System  with  compulsory  member- 
ship, it  has  provided  in  the  proposed  Ordinance  that  employees  in  the 
service  of  the  City  when  the  System  becomes  effective  on  February 
first,  Nineteen  Hundred  and  Twenty-two,  shall  have  the  option  of 
becoming  members  any  time  during  the  first  five  months  thereafter, 
thus  giving  these  employees  an  opportunity  to  adjust  themselves  to 
the  new  conditions,  before  membership  becomes  compulsory  on  July 
first,  Nineteen  Hundred  and  Twenty-two. 

No  Modification  on  Account  of  State  Compensation  Law. 

Retirement  Systems  generally  recognize  the  fact  that  employees 
disabled  or  killed  in  line  of  duty  deserve  greater  consideration  than 
if  disabled  or  killed  outside  the  line  of  duty.  Carrying  out  this  idea, 
they  provide  larger  benefits  for  death  or  disability  incurred  in  line 
of  duty,  but  deduct  from  those  larger  benefits  the  amounts  payable 
under  the  State  Compensation  Law.  The  Board  of  Administration 
is  in  entire  accord  with  this  idea,  but  believes  that  it  has  obtained 
practically  the  same  result  and  has  greatly  simplified  the  administra- 
tion of  the  System  by  providing,  in  the  proposed  Ordinance,  equal 
benefits  for  death  and  disability  resulting  from  industrial  or  non- 
industrial  causes  with  the  provision  that  no  deductions  be  made  on 
account  of  any  amounts  payable  under  the  State  Compensation  Law. 
The  result  will  be  that  such  employees  as  may  be  disabled  or  killed 
in  line  of  duty  will  receive,  in  addition  to  the  benefits  provided  under 
the  Retirement  System,  such  amounts  as  they  are  entitled  to  and  are 
granted  under  the  State  Compensation  Law. 

Character  of  Benefits  and  Contributions. 

Article  XVII  of  the  Charter  definitely  fixes  the  character  of  the 
benefits  to  be  granted  under  the  proposed  Retirement   System.     It 
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establishes  the  ages  at  which  employees  may  retire  and  provides  that 
benefits  shall  be  granted  upon  retirement  for  service  or  disability  and 
upon  death.  It  also  provides  that  the  System  shall  be  on  a  contribu- 
tory plan  and  that  the  contributions,  for  future  service,  by  the  City 
and  employees  shall  be  equal.  Contributions  by  employees  may  not 
exceed  five  per  cent  (5%)  of  their  salary  or  wage,  except  that  em- 
ployees fifty  years  of  age  or  over  may  be  required  to  contribute  as 
much  as  ten  per  cent  (10%)  of  their  salary  or  wage.  Subject  to 
the  approval  of  the  Board  of  Administration,  employees  are  granted 
the  option  of  contributing  additional  amounts  to  purchase  benefits  in 
excess  of  those  normally  provided  under  the  System. 

It  has,  therefore,  not  been  within  the  province  of  this  Board  to 
determine  what  character  the  benefits  provided  under  the  proposed 
Retirement  System  shall  take  or  from  what  source  the  income  of  the 
system  shall  be  derived.  Its  task  has  been  to  determine  what  benefits 
could  be  provided  at  costs  not  to  exceed  the  amounts  to  be  accumu- 
lated from  the  contributions  fixed  within  the  limits  given  above.  The 
benefits  have  been  made  as  generous  as  it  is  possible  to  make  them  and 
still  remain  within  the  scope  and  limitations  imposed. 

Article  XVII  of  the  Charter  gives  the  Board  of  Administration 
discretionary  authority  to  provide,  by  rule,  for  the  retirement  of  em- 
ployees after  thirty  years  of  continuous  service.  The  Board  has 
given  this  question  most  careful  consideration.  It  is  of  the  opinion 
that  the  retirement  of  employees  for  service  regardless  of  age,  even 
after  thirty  years  of  service,  could  not  be  justified  from  any  view- 
point which  considered  the  interests  of  the  City.  If  an  employee 
becomes  disabled  before  attaining  the  age  at  which  the  efficiency  of 
any  person  is  normally  considered  to  be  impaired,  he  may  retire  for 
disability.  If  he  does  not  become  disabled,  the  City  should  not  be 
deprived  of  his  training  and  experience,  and  this  Board  could  not 
assume  the  responsibility  of  retiring  him  regardless  of  his  mental 
and  physical  condition. 

The  Board,  however,  desired  to  recognize  long  and  faithful  serv- 
ice, and  felt  that  to  do  so,  by  permitting  retirement  from  the  service, 
is  proper  as  long  as  the  retirement  could  not  take  place  regardless 
of  age.  In  view  of  the  fact  that  in  many  systems,  retirement  for 
service  is  permitted  at  age  sixty  and  that,  for  certain  occupations, 
the  efficiency  of  an  employee  may  be  impaired  at  that  age,  the  Board 
decided  that  no  objections  could  be  raised  to  the  retirement  of  an  em- 
ployee after  thirty  years  of  continuous  service  and  upon  the  attain- 
ment of  age  sixty,  provided  that  no  additional  cost  to  the  City  would 
result  from  the  adoption  of  this  feature.  The  Board  has,  there- 
fore, included  in  the  proposed  Ordinance  a  provision  permitting  re- 
tirement after  thirty  years  of  continuous  service  at  age  sixty. 

The  Board  is  convinced  that. the  contributions  of  each  employee 
should  be  administered  on  the  savings  bank  plan  and  should  be  held 
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for  his  sole  benefit.  It  is  provided  in  the  proposed  Ordinance  that 
an  'individual  account  will  be  kept  with  each  employee,  showing  con- 
tributions made  by  him,  together  with  regular  interest.  Under  no 
conditions  may  contributions  of  an  employee  be  forfeited.  If  he  is 
separated  from  the  service  of  the  City  because  of  dismissal,  resigna- 
tion or  abolishment  of  his  position,  all  his  contributions,  with  regular 
interest,  will  be  returned  to  him.  At  the  time  of  retirement  the  bene- 
fits received  by  an  employee  on  account  of  service  rendered  under 
the  System  will  be  purchased  by  the  accumulated  contributions  made 
by  him  and  by  contributions  of  the  City,  thus  eliminating  any  chance 
that  one  employee  will  be  contributing  to  purchase  a  benefit  for 
another. 

Municipal  Railway. 

The  Board  recommends  that  such  costs  to  the  City  under  the 
Retirement  System  as  result  from  membership  in  the  system  of 
Municipal  Railway  employees  be  borne  by  the  Municipal  Railway. 
The  Municipal  Railway  is  a  self-supporting  public  utility.  It  will 
receive  the  advantages  resulting  from  the  participation  by  its  em- 
ployees in  the  benefits  of  the  Retirement  System.  The  Board  be- 
lieves it  to  be  logical  that,  receiving  these  advantages,  a  self-support- 
ing public  utility  should  bear  its  proportion  of  the  cost  to  the  City. 


IV. 

SUMMARY    OF   THE   BENEFITS   AND    PRINCIPAL    PRO- 
VISIONS OF  PROPOSED  SYSTEM. 

The  benefits  and  provisions  of  the  proposed  system  are  set  forth 
in  detail  in  both  Appendix  I,  which  is  a  draft  of  the  proposed  Ordi- 
nance, and  Appendix  II,  which  is  the  Actuary's  Report  to  the  Board. 
It  is  deemed  advisable,  however,  to  give  here  a  brief  summary  of  the 
benefits  and  principal  provisions. 

Benefits. 
I.     Retirement  for  Service. 

A  member  Of  the  Retirement  System  while  in  the  service  of  the 
City  has  the  option  of  retiring  between  the  ages  of  sixty-two  and 
seventy  if  he  has  completed  ten  years  of  continuous  service  or  at  an 
age  not  lower  than  sixty  if  he  has  completed  thirty  years  of  con- 
tinuous service.  Retirement  is  compulsory  at  age  seventy  regardless 
of  the  length  of  service.  The  retirement  allowance  granted  on  re- 
tirement for  service  consists  of  the  following: 
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(1)  An    annuity    purchased    by    the    accumulated    contributions 

of  the  member. 

(2)  A    pension,    purchased    by    the    contributions    of    the    city, 

equal  to  the  annuity,  except  that  the  city  will  not  match 
that  part  of  the  annuity  in  excess  of  that  purchased  by 
the  normal  contributions  of  the  member. 

(3)  For   a   member   who    receives   credit    for   prior   service,   an 

additional  pension  equal  to  one  and  one-third  per  cent 
(1  1/3%)  of  his  final  compensation  multiplied  by  the 
number  of  years  of  prior  service  credited  to  him,  ex- 
cept that  the  additional  pension  received  by  a  member 
retiring  at  an  age  under  sixty-two  after  thirty  years  of 
continuous  service  shall  be  such  as  shall  not  cost  the 
city  more  than  the  additional  pension  he  would  have  re- 
ceived had  he  remained  in  service  until  age  sixty-two. 
If  diis  additional  pension  when  computed  in  this  manner 
is  not  sufficient  to  give  a  member,  who  receives  credit 
for  prior  service  and  who  retires  at  age  seventy  or 
over,  a  retirement  allowance  of  four  hundred  and 
eighty  (480)  dollars  per  year  or  half-pay,  if  half-pay 
is  less  than  four  hundred  and  eighty  (480)  dollars  per 
year,  there  will  be  purchased  by  contributions  of  the 
City  such  additional  pension  as  may  be  necessary  to 
bring  the  retirement  allowance  up  to  those  amounts. 

II.     Retirement  for  Disability. 

A  member  in  the  service  of  the  City  may  be  retired  for  dis- 
ability, regardless  of  the  cause  and  at  any  age  under  sixty-two,  if 
he  becomes  physically  or  mentally  incapacitated  for  the  performance 
of  his  duty  and  has  had  ten  years'  continuous  service  immediately 
preceding  his  retirement.  The  retirement  allowance  granted  upon 
retirement  for  disability  is  as   follows : 

(1)  An  annuity  purchased  by  the  accumulated  contributions  of 

the  member. 

(2)  A  pension  which,  together  with  the  annuity,  shall  equal  one 

and  one- fourth  per  cent  (1}4%)  of  his  final  compensa- 
tion multiplied  by  the  number  of  years  of  service 
credited  to  the  member.  If  the  retirement  allowance 
calculated  in  this  manner  is  not  at  least  one-fourth  of 
the  final  compensation  of  the  member,  the  pension  pro- 
vided by  the  City  will  be  such  an  amount  which,  to- 
gether with  the  annuity,  shall  equal  one  and  one-fourth 
per  cent  (1%%)  °f  tne  final  compensation  of  the 
member  multiplied  by  the  number  of  years  of  service 
which  would  be  creditable  to  him  were  he  to  remain  in 
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city-service  until  age  sixty-two,  but  the  retirement 
allowance  so  calculated  shall  not  exceed  one-fourth 
of  his  final  compensation. 

In  effect  this  is  guaranteeing  one-fourth  of  final  compensation  to 
members  retiring  for  disability  except  to  those  members  who  could 
not  put  in  twenty  years  of  city-service,  even  if  they  remained  in  the 
service  to  age  sixty-two. 

III.  Death  Benefit. 

Upon  the  death  of  a  member  in  the  service  of  the  City,  the 
beneficiary  designated  by  him  will  be  entitled  to  receive 

(1)  The    accumulated    contributions    of   the   member. 

(2)  An  amount  equal  to  the  compensation  earnable  by  the  mem- 

ber during  the  six  months  immediately  preceding  his 
death. 

IV.  Return  of  Contributions. 

If  a  member  should  leave  the  service  of  the  City  for  any  cause 
other  than  retirement  or  death,  he  is  to  have  returned  to  him  all 
of  his  contributions  with  compound  interest. 

V.  Special  Privileges  on  Retirement. 

At  retirement  members  may,  at  their  option,  receive  the  actuarial 
equivalent  of  their  retirement  allowances  in  the  following  forms : 

( 1 )  An    amount    payable    in    monthly    installments    throughout 

life,  all  payments  ending  at  death. 

(2)  Reduced   payments   during  life   with   the   provision   that   in 

case  of  death  before  such  payments  have  equalled  the 
present  value  of  the  retirement  allowance  at  the  time 
of  retirement,  the  balance  shall  be  paid  to  his  estate 
or  beneficiary  designated  by  him. 

(3)  Reduced   payments    covering   two   lives   with   the   provision 

that  at  the  death  of  the  retired  member  the  same  pay- 
ments, or  one-half  of  said  payments,  shall  be  con- 
tinued throughout  the  life  of  such  person  as  the  mem- 
ber may  have  designated. 

(4)  Such  other   form   of   benefits   as  may  be   approved   by  the 

Board  of  Administration. 

Contributions. 

A  member  is  to  make  contributions  on  the  savings  bank  basis  at 
a  rate  calculated  to  purchase  at  age  sixty-two  an  annuity  approxi- 
mately equal  to  .668  of  1%  if  the  member  is  a  male,  or  .586  of  1% 
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if  the  member  is  a  female,  of  the  final  compensation  of  the  member 
for  each  year  of  service  rendered.  The  City  is  to  make  contribu- 
tions equal  to  those  made  by  a  member.  This  means,  therefore,  that 
the  contributions  of  a  member  and  of  the  City  together  purchase  a 
retirement  allowance  approximately  equal  to  one  and  one-third  per 
cent  (1  1/3%)  for  a  male  and  1.172%  for  a  female,  of  the  final 
compensation  of  a  member  for  each  year  of  service  rendered  after 
the  System  becomes  effective.  The  City  will  also  contribute  such 
amounts  as  are  necessary  to  meet  the  obligations  it  assumes  on 
account  of  prior  service. 

The  rates  of  contribution  of  members  are  given  on  page  56, 
Appendix  II  of  this  Report.  Slightly  higher  rates  for  females  and 
the  slightly  smaller  benefits  purchased  by  those  rates,  indicated  in 
the  foregoing  paragraph,  are  due  to  the  fact  that  females  live  longer 
than  males.  This  is  a  truth  universally  recognized  by  insurance  com- 
panies, in  that  their  rates  for  annuities  are  invariably  higher  for 
women  than  for  men.  To  provide  benefits  for  females  equal  to 
those  purchased  by  the  contributions  of  males  would  have  required 
rates  for  the  former  in  excess  of  those  permitted  by  the  limitations 
of  the  Charter  amendment. 

Management  of  Retirement  System. 

The  control  and  management  of  the  Retirement  System  is  vested, 
in  accordance  with  Article  XVII  of  the  Charter,  in  the  Board  of 
Administration  created  in  that  Article. 
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BILL  No ORDINANCE  No (NEW  SERIES) 

Establishing  a  retirement  system  for  employees  of  the  City 
and  County  of  San  Francisco  providing  for  the  payment  of  re- 
tirement allowances  to  aged  and  disabled  employees  and  for  the 
payment  of  death  benefits ;  prescribing  the  conditions  under  which 
said  allowances  and  benefits  shall  be  paid;  fixing  rates  of  con- 
tribution and  the  amounts  of  retirement  allowances  and  death 
benefits;  and  providing  for  the  administration  of  said  retirement 
system  in  accordance  with  Article  XVII  of  the  Charter. 

Be  it  ordained  by  the  People  of  the  City  and  County  of  San 
Francisco   as  follows: 

Purpose. 

Section  1.  The  purpose  of  this  Ordinance  is  to  provide  a  means 
whereby  public  employees  who  become  incapacitated  as  a  result 
of  age  or  disability  may  be  replaced  by  more  capable  employees, 
thus  promoting  economy  and  efficiency  in  the  public  service  with- 
out prejudice  and  without  inflicting  a  hardship  upon  the  em- 
ployees removed,  and  at  the  same  time  to  recognize  a  public 
obligation  to  such  public  employees  as  may  die  or  become  in- 
capacitated, by  making  provision  for  the  retirement  of  aged  and 
disabled  employees  and  the  payment  of  death  benefits. 

Definitions. 

Section  2.  The  following  words  and  phrases  as  used  in  this 
Ordinance,  unless  a  different  meaning  is  plainly  required  by  the 
context,  shall  have  the  following  meanings : 

(a)  "Retirement  System"  shall  mean  "San  Francisco  City 
Employees'  Retirement  System"  provided  for  in  Section  3  of 
this  Ordinance. 

(b)  "Employee"  shall  mean  any  person  in  the  employ  of  the 
City  and  County  of  San  Francisco  whose  compensation  is  paid 
wholly  by  the  City  and  County. 

(c)  "Member"  shall  mean  any  person  included  in  the  mem- 
bership of  the  Retirement  System  as  provided  in  Section  4  of 
this  Ordinance. 

(d)  "City"  shall  mean  "City  and  County  of  San   Francisco." 

(e)  "Board"  shall  mean  "Board  of  Administration"  as  created 
in  Article  XVII  of  the  Charter. 

(f)  "Retirement  Fund"  shall  mean  "San  Francisco  City  Em- 
ployees' Retirement  Fund"  as  created  and  established  in  Section  8 
of  this  Ordinance. 

(g)  "City-service"    shall    mean    service    rendered    as    an    em- 
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ployee  for  compensation,  and,  for  the  purposes  of  this  Ordinance, 
a  member  shall  be  considered  as  being  in  the  "city-service"  only 
while  he  is  receiving  compensation  from  the  city  for  such  service. 

(h)  "Prior  Service"  shall  mean  the  service  of  a  member  ren- 
dered before  the  first  day  of  February,  nineteen  hundred  and  twenty- 
two,  certified  on  a  prior  service  certificate  and  allowable  as  pro- 
vided in  Section  6  of  this  Ordinance. 

(i)  "Continuous  Service"  shall  mean  uninterrupted  employ- 
ment by  the  city,  except  that  discontinuance  of  city-service  of  a 
member  caused  by  lay-off,  leave  of  absence,  suspension  or  dis- 
missal followed  by  re-entrance  into  the  city-service  within  one 
year  shall  not  count  as  a  break  in  the  continuity  of  service. 

(j)  "Beneficiary"  shall  mean  any  person  in  receipt  of  a  pen- 
sion, annuity,  a  retirement  allowance,  a  death  benefit  or  any  other 
benefit  provided  in  this  Ordinance. 

(k)  "Compensation"  shall  mean  the  compensation  payable  in 
cash  plus  the  monetary  value,  as  determined  by  the  Board  of 
Administration,  of  board,  lodging,  fuel,  laundry  and  other  ad- 
vantages allowed  as  remuneration,  but  such  "compensation"  shall 
not  exceed  five  hundred   (500)   dollars  per  month. 

(1)  "Compensation  earnable"  by  a  member  shall  mean  the 
average  compensation  as  determined  by  the  Board  of  Administra- 
tion upon  the  basis  of  the  average  period  of  employment  of  mem- 
bers in  the  same  group  or  class  of  employment  and  at  the  same 
rate  of  pay,  but  such  "compensation  earnable"  shall  not  exceed 
five  hundred  (500)  dollars  per  month. 

(m)  "Final  Compensation"  shall  mean  the  average  annual 
compensation  earnable  by  a  member  during  the  ten  years  im- 
mediately preceding  his  retirement. 

(n)  "Regular  interest"  shall  mean  interest  at  four  per  centum 
per  annum,  compounded  annually. 

(o)  "Normal  contributions"  shall  mean  contributions  at  the 
rates  provided  for  in  Subdivision   (a),  Section  5  of  this  Ordinance. 

(p)  "Additional  contributions"  shall  mean  contributions  at 
the  rates  provided  for  in  Subdivision  (d),  Section  5  of  this 
Ordinance. 

(q)  "Accumulated  normal  contributions"  shall  mean  the  sum 
of  all  the  normal  contributions,  deducted  from  the  compensation 
of  a  member,  standing  to  .the  credit  of  his  individual  account, 
together  with  the'  regular  interest  thereon. 

(r)  "Accumulated  additional  contributions"  shall  mean  the 
sum  of  all  the  additional  contributions,  deducted  from  the  com- 
pensation of  a  member,  standing  to  the  credit  of  his  individual 
account,  together  with  regular  interest  thereon. 

(s)  "Accumulated  contributions"  shall  mean  accumulated 
normal  contributions  plus  accumulated  additional  contributions. 
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(t)  "Pension"  shall  mean  payments  for  life  derived  from  con- 
tributions made  by  the  city  as  provided  in  this  Ordinance. 

(u)  "Annuity"  shall  mean  payments  for  life  derived  from 
contributions  made  by  a  member  as  provided  in  this  Ordinance. 

(v)  "Retirement  allowance"  shall  mean  the  pension  plus 
the  annuity. 

(w)  "Fiscal  year"  shall  mean  any  year  commencing  with 
July  first  and  ending  with  June  thirtieth  next  following. 

Establishment  and  Name  of  Retirement  System. 

Section  3.  A  retirement  system  is  hereby  created  and  estab- 
lished to  become  effective  February  first,  nineteen  hundred  and 
twenty-two,  and  to  be  known  as  the  "San  Francisco  City  Em- 
ployees' Retirement  System." 

Membership  In  Retirement  System. 

Section  4.  (a)  With  the  exception  of  those  employees  who 
are  excluded  from  membership  as  provided  in  Subdivision  (b)  of 
this  section,  all  employees  shall  become  members  of  the  Retire- 
ment System  as  follows : 

(1)  Every  employee  in  city-service  on  February  first,  Nineteen 

Hundred  and  Twenty-two,  the  date  upon  which  the 
Retirement  System  becomes  effective,  shall  have  the 
option  of  becoming  a  member  of  the  Retirement  Sys- 
tem on  that  date  or  at  any  time  between  that  date  and 
July  first,  Nineteen  Hundred  and  Twenty-two,  but 
every  such  employee  in  city-service  on  July  first,  Nine- 
teen Hundred  and  Twenty-two,  who  has  not  exercised 
the  option  of  becoming  a  member,  shall  become  a 
member  of  the  Retirement  System  on  July  first,  Nine- 
teen Hundred  and  Twenty-two. 

(2)  Every  employee  who  shall  reenter  city-service  after  Febru- 

ary first,  Nineteen  Hundred  and  Twenty-two,  and  who, 
prior  to  such  reentry,  shall  have  completed  six  months 
of  continuous  service,  shall  become  a  member  of  the 
Retirement  System  upon  such  reentry. 

(3)  Every   other  employee   who   shall   enter   city-service   after 

February  first,  Nineteen  Hundred  and  Twenty-two, 
shall  become  a  member  of  the  Retirement  System  upon 
the  completion  of  six  months  of  continuous  service. 

(b)  The  following  employees  shall  not  become  members  of 
the  Retirement  System : 

(1)  Elective  officers  and  officers  appointed  by  the  Mayor. 

(2)  Employees   of   the   Police    Department   who   are    entitled 
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to  the  benefits  provided  in  Chapter  X,  Article  VIII 
of  the  Charter. 

(3)  Employees  of  the   Fire   Department  who  are   entitled  to 

the  benefits  provided  in  Chapter  VII,  Article  IX  of 
the  Charter. 

(4)  Public    school    teachers,    except    teachers    in    the    night 

schools  who  occupy  and  devote  full  time  during  the 
day  to  regular  positions  in  other  offices  or  depart- 
ments of  the  city.  Such  persons  shall  not  be  con- 
sidered as  public  school  teachers  for  the  purposes 
of  this  Ordinance. 

(5)  Employees    certified    from    Civil    Service    lists    for    tem- 

porary employment. 

(6)  Inmates  of  city  institutions  who  are   allowed  compensa- 

tion for  such  service  as  they  are  able  to  perform. 

(7)  Persons  in   city   institutions   principally   for   the   purpose 

of  training,  but  who  receive  compensation. 

(8)  Persons  employed  under  contract  for  a  definite  period  and 

for  the  performance  of  specific  duties  requiring  pro- 
fessional or  high  technical  skill. 

(  9  )     Employees  serving  on  a  part-time  basis. 

(10)  Employees  engaged  outside  the  City  and  County  of  San 
Francisco  on  the  Hetch  Hetchy  project,  provided 
that  if  any  employee  so  excluded  shall  later  become 
a  member  of  the  Retirement  System  through  any 
change  in  status  occasioned  by  transfer  or  assign- 
ment to  other  employment  or  by  amendment  to  this 
ordinance,  he  shall  receive  credit  for  service  with 
the  city  rendered  prior  to  the  date  he  enters  the  Re- 
tirement System,  including  service  as  an  employee 
of  the  Hetch  Hetchy  project,  in  the  same  manner  as 
credit  for  prior  service  is  granted  to  employees  who 
become  members  on  February  first,  nineteen  hundred 
and  twenty-two. 

(c)  It  shall  be  the  duty  of  the  head  of  each  office  or  depart- 
ment to  give  immediate  notice  in  writing  to  the  Board  of  Admin- 
istration of  the  change  in  status  of  any  member  in  his  office  or 
department  resulting  from  transfer,  promotion,  leave  of  absence, 
resignation,  reinstatement,  dismissal  or  death.  The  head  of  each 
office  or  department  shall  furnish  such  other  information  con- 
cerning any  member  as  the  Board  may  require. 

(d)  Each  member  shall  be  subject  to  all  the  provisions  of 
this  ordinance  and  to  all  the  rules  and  regulations  adopted  by 
the  Board  of  Administration.  Should  the  city-service  of  any 
member,  in  any  period  of  ten  consecutive  years,  amount  to  less 
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than  five  years,  or  should  he  withdraw  more  than  one-quarter  of 
his  accumulated  normal  contributions,  or  should  he  die  or  be 
retired,  he  shall  thereupon  cease  to  be  a  member. 

Contributions. 

Section  5.  (a)  The  normal  rates  of  contribution  of  members 
shall  be  those  adopted  by  the  Board  of  Administration  and  shall 
be  based  on  sex  and  age  at  time  of  entry  into  the  Retirement 
System.  The  rates  so  adopted  shall  remain  in  full  force  and  effect 
until  revised  or  changed  by  the  Board  of  Administration  in  the 
manner  provided  in  Section  7  of  this  Ordinance. 

(b)  The  normal  rate  of  contribution  established  for  age  sixty- 
one  shall  be  the  rate  for  any  member  who  has  attained  a  greater 
age  before  entrance  into  the  Retirement  System.  In  like  man- 
ner the  normal  rate  of  contribution  established  for  age  twenty 
shall  be  the  rate  for  any  member  who  enters  the  Retirement 
System  at  a  lesser  age. 

(c)  The  Board  of  Administration  shall  certify  to  the  head  of 
each  office  or  department  the  normal  rate  of  contribution  for 
each  member  provided  for  in  Subdivision  (a)  of  this  section.  The 
head  of  each  office  or  department  shall  apply  such  rate  of  con- 
tribution to  so  much  of  the  compensation  of  the  member  as  does 
not  exceed  five  hundred  (500)  dollars  per  month  and  shall  certify 
to  the  Auditor  on  each  and  every  pay-roll  the  amount  to  be  con- 
tributed, and  shall  furnish  immediately  to  the  Board  of  Adminis- 
tration a  copy  of  each  and  every  such  pay-roll;  and  each  of  said 
amounts  shall  be  deducted  by  the  Auditor  and  shall  be  paid  into 
the  Retirement  Fund,  hereinafter  provided  for,  and  shall  be 
credited  by  the  Board  of  Administration,  together  with  regular 
interest,  to  an  individual  account  of  the  member  for  whom  the 
contribution  was  made.  Every  member  shall  be  deemed  to  con- 
sent and  agree  to  the  contribution  made  and  provided  for  herein, 
and  shall  receipt  in  full  for  his  salary  or  compensation,,  and  pay- 
ment less  said  contribution  shall  be  a  full  and  complete  discharge 
and  acquittance  of  all  claims  and  demands  whatsoever  for  the 
services  rendered  by  such  person  during  the  period  covered  by 
such  payment,  except  his  claim  to  the  benefits  to  which  he  may 
be  entitled  under  the  provisions  of  this  ordinance. 

(d)  Any  member  may  elect  to  contribute  at  rates  in  excess 
of  those  provided  for  in  Subdivision  (a)  of  this  section,  for  the 
purpose  of  providing  additional  benefits,  but  the  exercise  of  this 
privilege  by  a  member  shall  not  place  on  the  city  any  additional 
financial  obligation.  The  Board  of  Administration  shall  furnish  to 
such  member  information  concerning  the  nature  and  amount  of 
additional  benefits  to  be  provided  by  such  additional  contribution. 
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(e)  At  the  end  of  each  pay-roll  period,  the  Board  of  Adminis- 
tration shall  determine  the  aggregate  amount  of  the  normal  con- 
tributions for  such  period,  and  shall  certify  such  aggregate 
amount  to  the  Auditor,  who  shall  transfer  an  equal  amount  to  the 
Retirement  Fund,  hereinafter  provided  for,  from  the  money  appro- 
priated for  that  purpose  in  the  budget  for  the  then  current  fiscal 
year,  except  that  an  amount  equal  to  such  portion  of  the  aggre- 
gate amount  as  shall  be  made  up  of  contributions  of  Municipal 
Railway  employees  shall  be  transferred  from  the  revenues  of  the 
Municipal  Railway. 

Allowance  for  Service. 

Section  6.  Subject  to  the  following  and  to  all  other  provisions 
of  this  Ordinance,  including  such  rules  and  regulations  as  the 
Board  of  Administration  shall  adopt  in  pursuance  thereof,  the 
said  Board  shall  determine  and  may  modify  allowances  for  serv- 
ice and  shall  issue  service  certificates. 

It  shall  fix  and  determine  how  much  service  rendered  in  any 
year  shall  be  the  equivalent  of  a  year  of  service  and  of  parts 
thereof,  but  shall  credit  one  year  for  two  hundred  and  fifty  or 
more  days  of  service  and  not  more  than  one  year  for  all  service 
in  any  fiscal  year. 

Time  during  which  a  member  was  absent  on  leave  without 
pay  shall  not  be  allowed  in  computing  prior  service,  and  may  be 
allowed  in  computing  service  as  a  member,  only  if  allowed  for 
retirement  purposes  both  by  the  head  of  the  office  or  department 
in  which  the  member  is  employed  and  by  the  Board  of  Adminis- 
tration at  the  time  said  leave  of  absence  is  granted. 

Each  member  shall  file  with  the  Board  of  Administration  such 
information  affecting  his  status  as  a  member  of  the  Retirement 
System  as  the  Board  may  require. 

The  Board  of  Administration  shall  issue  a  prior  service  cer- 
tificate to  each  member  entering  the  Retirement  System  on  February 
first,  nineteen  hundred  and  twenty-two,  and  to  each  member 
entering  the  Retirement  System  after  that  date  if  such  entry  is 
within  one  year  after  rendering  city-service  prior  to  February 
first,  nineteen  hundred  and  twenty-two,  and  shall  certify  thereon 
service  rendered  prior  to  the  first  day  of  February,  nineteen 
hundred  and  twenty-two.  Service  certified  on  a  prior  service  cer- 
tificate shall  be  the  basis  for  a  pension  or  benefit  as  provided  in 
this  ordinance  only  if  membership  continues  until  retirement  on 
a  pension  or  until  the  granting  of  such  other  benefit.  Such  cer- 
tificate shall  become  void  and  not  renewable  if  membership  is 
discontinued  except  by  retirement  on  a  pension,  and  may  be 
modified  upon  application  by  a  member  or  upon  the  initiative  of 
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the    Board    of    Administration    within    one    year    from    date    of 
issuance. 

Duties  of  Board  of  Administration. 

Section  7.  The  management  and  control  of  the  Retirement 
System  shall  be  vested  in  the  Board  of  Administration  as  pro- 
vided in  Article  XVII  of  the  Charter.  The  Board  shall  exercise 
the  powers  and  perform  the  duties  conferred  on  it  by  said  article, 
and  in  addition  thereto 

(a)  The  Board  shall  keep  in  convenient  form  such  data  as 
shall  be  necessary  for  the  actuarial  valuation  of  the  Retirement 
Fund  created  by  this  ordinance.  In  the  five-year  period  beginning 
with  the  year  nineteen  hundred  and  twenty-two  and  in  every  five- 
year  period  thereafter,  the  Board  shall  cause  to  be  made  an 
actuarial  investigation  into  the  mortality,  service  and  compensa- 
tion experience  of  the  members  and  beneficiaries  as  defined  by 
this  ordinance,  and  shall  further  cause  to  be  made  an  actuarial 
valuation  of  the  assets  and  liabilities  of  the  Retirement  Fund 
created  in  this  Ordinance,  and  upon  the  basis  of  such  investiga- 
tion and  valuation  shall 

(1)  Adopt   for  the  Retirement   System  such  interest  rate  and 

such  mortality,  service  and  other  tables  as  shall  be 
deemed  necessary ; 

(2)  Revise  or  change  the  rates  of  contribution  by  members 

on  the  basis  of  such  mortality,  service  and  other 
tables. 

(b)  In  addition  to  other  records  and  accounts,  the  Board  of 
Administration  shall  keep  such  records  and  accounts  as  shall  be 
necessary  to  show  at  any  time 

(1)  The  total  accumulated  contributions  of  members. 

(2)  The  total  accumulated  contributions  of  retired   members 

less  the  annuity  payments  made  to  such  members. 

(3)  The  accumulated  contributions  of  the  city  held  for  the 

benefit  of  members  on  account  of  service  rendered 
after  February  first,  nineteen  hundred  and  twenty-two. 

(4)  All  other  accumulated  contributions   of  the  city,  which 

shall  include  the  amounts  available  to  meet  th,e 
obligation  of  the  city  on  account  of  benefits  that 
have  been  granted  and  on  account  of  prior  service 
of  members. 

A  portion  of  the  accumulated  contributions  of  the  city  pre- 
viously held  for  the  benefit  of  members  on  account  of  service 
rendered  after  February  first,  nineteen  hundred  and  twenty-two,  equal 
to  the  accumulated  normal  contributions  withdrawn  by  a  member, 
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or  paid  to  a  beneficiary  upon  the  death  of  a  member  or  applied  to 
purchase  an  annuity  upon  the  retirement  of  a  member  shall  there- 
after be  included  in  the  amounts  available  to  meet  the  obligation 
of  the  city  on  account  of  benefits  that  have  been  granted  and  on 
account  of  prior  service  of  members. 

(c)  In  addition  to  rendering  the  annual  report  to  the  Mayor 
required  by  the  Charter,  the  Board  shall  cause  to  be  published 
annually  in  the  official  newspaper  a  financial  statement  showing 
an  actuarial  valuation  of  the  assets  and  liabilities  of  the  Retire- 
ment System  created  by  this  ordinance  and  a  statement  as  to  the 
accumulated  cash  and  securities  in  the  Retirement  Fund  as  cer- 
tified by  the  Auditor. 

Creation  and  Establishment  of  Fund. 

Section  8.  A  fund  is  hereby  created  and  established  to  be 
known  as  the  San  Francisco  City  Employees'  Retirement  Fund 
and  shall  consist  of  all  the  moneys  paid  into  it  in  accordance 
with  the  provisions  of  this  ordinance,  whether  such  moneys  shall 
take  the  form  of  cash,  securities  or  other  assets. 

Management  of  Retirement  Fund. 
Section  9.    The  Retirement  Fund  shall  be  managed  as  follows : 

(a)  The  Board  of  Administration  shall  have  exclusive  con- 
trol, as  provided  in  Article  XVII  of  the  Charter,  of  the  administra- 
tion and  investment  of  the  said  Fund,  subject  to  the  terms,  con- 
ditions, limitations  and  restrictions  imposed  by  the  laws  of  the 
State  of  California  upon  savings  banks  in  the  making  of  investments 
by  savings  banks. 

(b)  The  Board  of  Administration  may  deposit  cash  belonging 
to  the  Retirement  Fund  in  any  licensed  national  bank  or  banks 
in  this  State  or  in  any  bank,  banks  or  corporations  authorized  or 
licensed  to  do  a  banking  business  and  organized  under  the  laws 
of  this  State,  subject  to  the  provisions  of  Chapter  III,  Article  IV 
of  the  Charter. 

(c)  The  Treasurer  shall  be  the  custodian  of  the  Retirement 
Fund,  subject  to  the  exclusive  control  of  the  Board  of  Adminis- 
tration as  to  the  administration,  deposit  and  investment  of  said 
Fund.  All  payments  from  said  Fund  shall  be  made  by  him  only 
upon  warrant  signed  by  the  President  and  Secretary  of  the  Board 
of  Administration,  subject  to  the  approval  of  the  Auditor. 

(d)  Interest  on  any  cash  and  on  any  investments  constitut- 
ing a  part  of  the  said  Fund  shall  be  paid  into  said  Fund  as  re- 
ceived. 

(e)  Except  as  herein  provided,  no  member  and  no  employee 
of  the  Board  of  Administration  shall  have  any  interest,  direct  or 
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indirect,  in  the  making  of  any  investment,  or  in  the  gains  or 
profits  accruing  therefrom.  And  no  member  or  employee  of  the 
said  Board,  directly  or  indirectly,  for  himself  or  as  an  agent  or 
partner  of  others,  shall  borrow  any  of  its  funds  or  deposits  or  in 
any  manner  use  the  same  except  to  make  such  current  and  neces- 
sary payments  as  are  authorized  by  said  Board ;  nor  shall  any 
member  or  employee  of  said  Board  become  an  indorser  or  surety 
or  become  in  any  manner  an  obligor  for  moneys  invested  by  the 
Board. 

Prior   Service   Liability. 

Section  10.  There  shall  be  accumulated  in  the  Retirement 
Fund,  by  contributions  of  the  city,  the  reserves  necessary  to  pay 
all  pensions  and  all  other  benefits  allowable  under  this  ordinance 
to  members  on  account  of  prior  service.  Until  the  amount  accu- 
mulated in  the  Retirement  Fund  becomes  not  less  than  the  pres- 
ent value  of  all  amounts  thereafter  payable  from  the  Retirement 
Fund,  the  amount  annually  due  to  the  said  Fund  under  this  section 
shall  be  one  hundred  and  fifteen  thousand  (115,000)  dollars,  or 
the  amount  payable  from  said  Fund  in  the  ensuing  fiscal  year  on 
account  of  prior  service  if  such  amount  is  greater  than  one  hun- 
dred and  fifteen  thousand  (115,000)  dollars.  Such  proportion  of 
the  amount  as  is  annually  due  to  the  Retirement  Fund  on  account 
of  the  prior  service  of  employees  of  the  Municipal  Railway  shall 
be  paid  from  the  revenues  of  the  Municipal  Railway. 

Guaranty. 

Section  11.  The  payments  of  the  city  into  the  San  Francisco 
City  Employees'  Retirement  Fund,  as  provided  in  Subdivision 
(e),  Section  5  of  this  Ordinance,  and  the  payments  into  the  said 
fund,  as  provided  in  Section  10  of  this  Ordinance,  are  hereby 
made  obligations  of  the  city.  The  Board  of  Administration  shall 
prepare  annually  an  estimate  of  the  amounts  necessary  to  make 
such  payments.  The  Board  of  Supervisors  shall  appropriate  such 
estimated  amounts,  less  the  portion  to  be  paid  from  the  revenues 
of  the  Municipal  Railway,  in  the  budget  for  each  fiscal  year,  and 
the  amounts  so  appropriated  shall  be  included  in  the  tax  levy. 
The  Board  of  Supervisors  shall,  also,  make  provision  for  the  pay- 
ment from  the  revenues  of  the  Municipal  Railway  of  such 
amounts  as  shall  be  necessary  to  meet  the  obligations  of  the  city 
under  the  Retirement  System  on  account  of  Municipal  Railway 
employees. 

Withdrawals. 

Section  12.  Should  the  city-service  of  a  member  be  discon- 
tinued, except  by  death  or  retirement,  he  shall  be  paid,  six  months 
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after  the  date  of  discontinuance,  such  part  of  his  accumulated 
contributions  as  he  shall  demand ;  provided  that,  if,  in  the  opinion 
of  the  Board  of  Administration,  said  member  is  permanently 
separated  from  city-service  by  reason  of  such  discontinuance,  he 
shall  be  paid  forthwith  such  part  of  his  accumulated  contribu- 
tions as  he  shall  demand,  and  provided  also  that  the  Board  of 
Administration  may,  in  its  discretion,  withhold  for  not  more  than 
one  year  after  a  member  last  rendered  city-service  all  or  part  of 
his  accumulated  normal  contributions  if  after  a  previous  discon- 
tinuance of  city-service  he  withdrew  all  or  a  part  of  his  accumu- 
lated normal  contributions  and  failed  to  redeposit  such  withdrawn 
amount  in  the  Retirement  Fund  as  provided  in  this  section. 

Any  member  may  redeposit  in  the  Retirement  Fund  by  a 
single  payment  an  amount  equal  to  that  which  he  previously 
withdrew  therefrom.  If  a  member  upon  reentering  the  Retire- 
ment System  after  a  termination  of  his  membership  shall  not 
make  such  redeposit  at  the  time  of  his  reentrance,  the  rate  of 
his  contributions  for  future  years  shall  be  the  normal  rate  pro- 
vided for  in  Subdivision  (a),  Section  5  of  this  Ordinance  at  his 
age  of  reentrance,  otherwise  his  rate  of  contribution  for  future 
years  shall  be  the  same  as  his  rate  prior  to  the  termination  of  his 
membership.  In  the  event  such  redeposit  is  made  by  a  member, 
an  amount  equal  to  the  accumulated  normal  contributions  so 
redeposited  shall  again  be  held  for  the  benefit  of  the  said  member 
and  shall  no  longer  be  included  in  the  amounts  available  to  meet 
the  obligations  of  the  city  on  account  of  benefits  that  have  been 
granted  and  on  account  of  prior  service  of  members. 

Service  Retirement. 

Section  13.  Retirement  of  a  member  for  service  shall  be  made 
by  the  Board  of  Administration  as  follows: 

(a)  Each  member  in  the  city-service  who  has  attained  the  age 
of  seventy  years  at  the  time  of  his  entrance  into  the  Retirement 
System  shall  be  retired  forthwith,  and  each  member  in  city- 
service  who  attains  the  age  of  seventy  years  shall  be  retired  on  the 
first  day  of  the  calendar  month  next  succeeding  that  in  which  the 
said  member  shall  have  attained  the  age  of  seventy  years. 

(b)  Any  member  in  the  city-service  may  retire  upon  written 
application  to  the  Board  of  Administration,  stating  what  time, 
not  less  than  thirty  days  subsequent  to  the  execution  and  filing 
of  such  application,  he  desires  to  be  retired,  provided  that  said 
member,  at  the  time  so  specified  for  his  retirement,  shall  have 

(1)  Completed  ten  years  of  continuous  service  as  defined  in 
this  Ordinance  and  attained  the  age  of  sixty-two  years ;  or 

(2)  Completed  thirty  years  of  continuous  service  as  defined 
in  this  Ordinance  and  attained  the  age  of  sixty  years. 
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Allowance  on  Service  Retirement. 

Section  14.  (a)  A  member,  upon  retirement  for  service,  shall 
receive  a  retirement  allowance  which  shall  consist  of 

(1)  An  annuity  which  shall  be  the  actuarial  equivalent  of  his 
accumulated  contributions  at  the  time  of  his  retirement;  and 

(2)  A  pension,  purchased  by  the  contributions  of  the  City, 
equal  to  that  portion  of  the  annuity  purchased  by  the  accumulated 
normal  contributions  of  the  member;  and 

(3)  An  additional  pension,  purchased  by  the  contributions  of 
the  City,  which  shall  be  equal  to  one  and  one-third  (1  1/3)  per 
centum  of  his  final  compensation  multiplied  by  the  number  of 
years  of  prior  service  credited  to  him,  except  that  if  a  member 
shall  retire  after  thirty  years  of  continuous  service  and  before 
attaining  the  age  of  sixty-two  years  the  additional  pension  shall  be 
such  as  can  be  purchased  at  the  age  of  retirement  by  the  actuarial 
value,  at  the  age  of  retirement,  of  a  pension,  deferred  to  age  sixty- 
two,  equal  to  one  and  one-third  (1  1/3)  per  centum  of  his  final 
compensation  multiplied  by  the  number  of  years  of  prior  service 
credited  to  him. 

(b)  Any  member  who  enters  the  Retirement  System  on  Feb- 
ruary first,  Nineteen  Hundred  and  Twenty-two,  or  who  enters 
after  said  date  and  receives  credit  for  prior  service,  and  who 
is  retired  by  reason  of  attaining  the  age  of  seventy  years, 
shall  receive  on  account  of  prior  service  such  additional  pension, 
purchased  by  the  contributions  of  the  city,  as  will  make  his 
total  retirement  allowance  not  less  than  four  hundred  and  eighty 
(480)  dollars  per  year  unless  such  four  hundred  and  eighty  (480) 
dollars  exceeds  one-half  of  his  final  compensation,  in  which  event 
his  total  retirement  allowance  shall  be  not  less  than  one-half 
of  his  final  compensation. 

Disability  Retirement. 

Section  15.  Retirement  of  a  member  for  disability  shall  be 
made  by  the  Board  of  Administration  upon  medical  examination 
as  follows :  Any  member  while  in  the  city-service,  or  within  six 
months  after  the  discontinuance  of  city-service,  or  while  physically 
or  mentally  incapacitated  for  the  performance  of  his  duty  if  such 
incapacity  has  been  continuous  from  discontinuance  of  city-service, 
shall  be  examined  by  a  physician  or  surgeon  appointed  by  the 
Board  of  Administration,  upon  the  application  of  the  head  of  the 
office  or  department  in  which  said  member  is  employed,  or  upon 
the  application  of  said  member  or  of  a  person  acting  in  his  be- 
half, stating  that  said  member  is  physically  or  mentally  incapaci- 
tated for  the  performance  of  duty  and  ought  to  be  retired,  pro- 
vided that  the  said  member  has  had  ten  or  more  years  of  con- 
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tinuous  service  immediately  preceding  his  retirement.  If  such 
medical  examination  shows,  to  the  satisfaction  of  the  Board  of 
Administration,  that  the  said  member  is  physically  or  mentally 
incapacitated  for  the  performance  of  duty  and  ought  to  be  re- 
tired, the  Board  of  Administration  shall  retire  the  said  member 
for  disability  forthwith. 

The  Board  of  Administration  shall  secure  such  medical  ser- 
vices and  advice  as  may  be  necessary  to  carry  out  the  purpose 
of  this  Section  and  of  Section  17  of  this  Ordinance,  and  shall 
pay  for  such  medical  services  and  advice  such  compensation  as 
the  Board  shall  deem  reasonable. 

Allowance  on  Disability  Retirement. 

Section  16.  Upon  retirement  for  disability  a  member  shall 
receive  a  retirement  allowance  which  shall  consist  of 

(1)  An  annuity  which  shall  be  the  actuarial  equivalent  of 
his  accumulated  contributions  at  the  time  of  his  retirement ;  and 

(2)  A  pension,  which,  together  with  his  annuity,  shall  make 
the  retirement  allowance  equal  to  (a)  one  and  one- fourth  (1  1/4) 
per  centum  of  his  final  compensation  multiplied  by  the  number  of 
years  of  service  credited  to  him,  if  such  retirement  allowance 
exceeds  one-fourth  of  his  final  compensation ;  otherwise,  (b)  one 
and  one-fourth  (1  1/4)  per  centum  of  his  final  compensation 
multiplied  by  the  number  of  years  of  service  which  would  be 
creditable  to  him  were  his  service  to  continue  until  attainment 
by  him  of  age  sixty-two,  but  such  retirement  allowance  shall 
not  exceed  one-fourth  of  such  final  compensation. 

Safeguards  on  Disability  Retirement. 

Section  17.  (a)  The  Board  of  Administration  may,  at  its 
pleasure,  require  any  disability  beneficiary,  under  age  sixty-two, 
to  undergo  medical  examination,  such  examination  to  be  made 
by  a  physician  or  surgeon,  appointed  by  the  Board  of  Administra- 
tion, at  the  place  of  residence  of  said  beneficiary  or  other  place 
mutually  agreed  upon.  Upon  the  basis  of  such  examination  the 
Board  shall  determine  whether  said  disability  beneficiary  is  still 
incapacitated,  physically  or  mentally,  for  service  in  the  office  or 
department  of  the  city  where  he  was  employed  and  in  the  posi- 
tion held  by  him  when  retired  for  disability.  If  the  Board  of 
Administration  shall  determine  that  said  beneficiary  is  not  so  in- 
capacitated, his  retirement  allowance  shall  be  cancelled  forthwith. 

(b)  Should  a  disability  beneficiary  reenter  the  city-service 
and  be  eligible  for  membership  in  the  Retirement  System  in 
accordance  with  Subdivision  (a),  Section  4  of  this  Ordinance,  his 
retirement  allowance  shall  be  cancelled  and  he  shall  immediately 
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become  a  member  of  the  Retirement  System,  his  rate  of  contribu- 
tion for  future  years  being  that  established  for  his  age  at  the  time 
of  such  reentry.  His  individual  account  shall  be  credited  with  his 
accumulated  contributions  less  the  annuity  payments  made  to 
him.  An  amount  equal  to  the  accumulated  normal  contributions 
so  credited  to  him  shall  be  again  held  for  the  benefit  of  said 
member  and  shall  no  longer  be  included  in  the  amounts  avail- 
able to  meet  the  obligation  of  the  city  on  account  of  benefits 
that  have  been  granted  and  on  account  of  prior  service  of  members. 
Such  member  shall  receive  credit  for  prior  service  in  the  same 
manner  as  if  he  had  never  been  retired  for  disability. 

(c)  Should  said  disability  beneficiary,  prior  to  attaining  age 
sixty-two,  engage  in  a  gainful  occupation  not  in  the  city-service  or 
should  he  reenter  the  city-service  and  be  ineligible  for  membership 
in  the  Retirement  System  in  accordance  with  Subdivision  (b),  Sec- 
tion 4  of  this  Ordinance,  the  Board  of  Administration  shall  reduce 
the  amount  of  his  retirement  allowance  to  an  amount  which,  when 
added  to  the  compensation  earned  by  him  in  such  occupation,  shall 
not  exceed  the  amount  of  the  final  compensation  on  the  basis  of 
which  his  retirement  allowance  was  determined.  Should  the  earning 
capacity  of  such  beneficiary  be  further  altered,  the  Board  may 
further  alter  his  retirement  allowance  to  an  amount  which  shall  not 
exceed  the  amount  upon  which  he  was  originally  retired,  but  which, 
subject  to  such  limitation,  shall  equal,  when  added  to  the  compensa- 
tion earned  by  him,  the  amount  of  his  final  compensation  on  the 
basis  of  which  his  retirement  allowance  was  determined.  When  said 
disability  beneficiary  reaches  age  sixty-two,  his  retirement  allowance 
shall  be  made  equal  to  the  amount  upon  which  he  was  originally 
retired,  and  shall  not  again  be  modified  for  any  cause. 

(d)  Should  any  disability  beneficiary  under  age  sixty-two  refuse 
to  submit  to  medical  examination  his  pension  may  be  discontinued 
until  his  withdrawal  of  such  refusal,  and  should  such  refusal  con- 
tinue for  one  year  his  retirement  allowance  may  be  cancelled. 

(e)  Should  the  retirement  allowance  of  any  disability  beneficiary 
be  cancelled  for  any  cause  other  than  reentrance  of  the  city-service 
he  shall  be  paid  his  accumulated  contributions,  less  the  annuity  pay- 
ments made  to  him. 

Optional  Allowances   on  Retirement. 

Section  18.  Until  the  first  payment  on  account  of  any  retirement 
allowance  is  made,  the  beneficiary  may  elect  to  receive  the  actuarial 
equivalent  at  that  time  of  his  retirement  allowance  in  a  lesser  retire- 
ment allowance,  payable  throughout  life  with  the  provision  that: 

Option  1.  If  he  die  before  he  receive  in  payments  the  present 
value  of  his  retirement  allowance,  as  it  was  at  the  time  of  his  retire- 
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ment,  the  balance  shall  be  paid  to  his  estate  or  to  such  person,  having 
an  insurable  interest  in  his  life,  as  he  shall  nominate  by  written 
designation  duly  executed  and  filed  with  the  Board  of  Administration 
at  the  time  of  his  retirement. 

Option  2.  Upon  his  death,  his  lesser  retirement  allowance  shall 
be  continued  throughout  the  life  of  and  paid  to  such  person,  having 
an  insurable  interest  in  his  life,  as  he  shall  nominate  by  written  desig- 
nation duly  executed  and  filed  with  the  Board  of  Administration  at 
the  time  of  his  retirement. 

Option  3.  Upon  his  death,  one-half  of  his  lesser  retirement 
allowance,  shall  be  continued  throughout  the  life  of  and  paid  to  such 
person,  having  an  insurable  interest  in  his  life,  as  he  shall  nominate 
by  written  designation  duly  executed  and  filed  with  the  Board  of 
Administration  at  the  time  of  his  retirement. 

Option  4.  Such  other  benefit  or  benefits  shall  be  paid  either  to 
the  beneficiary  or  to  such  other  person  or  persons  as  he  shall  nomin- 
ate, provided  such  other  benefit  or  benefits,  together  with  such  lesser 
retirement  allowance,  shall  be  the  actuarial  equivalent  of  his  retire- 
ment allowance,  and  shall  be  approved  by  the  Board  of  Adminis- 
tration. 

Death  Benefit. 

Section  19.  (a)  Upon  the  death  of  a  member  while  in  the 
city-service,  or  within  six  months  after  the  discontinuance  of  city- 
service,  or  while  physically  or  mentally  incapacitated  for  the  per- 
formance of  his  duty,  if  such  incapacity  has  been  continuous  from 
discontinuance  of  city-service,  there  shall  be  paid  to  his  estate,  or 
to  such  person  having  an  insurable  interest  in  his  life  as  he  shall 
have  nominated  by  written  designation  duly  executed  and  filed  with 
the  Board  of  Administration, 

(1)  His  accumulated  contributions  and,  in  addition  thereto, 

(2)  An  amount  equal  to  the  compensation  earnable  by  him  dur- 

ing the  six  months  immediately  preceding  his  death,  but 
said  amount  shall  not  exceed  three  thousand  (3000) 
dollars. 

(b)  A  member,  or  a  beneficiary  after  the  death  of  a  member, 
may  elect,  by  written  designation  duly  executed  and  filed  with  the 
Board  of  Administration,  to  have  the  death  benefit,  provided  in  this 
Section,  paid  in  monthly  or  annual  installments  instead  of  in  one 
lump  sum,  subject  to  such  rules  and  regulations  as  the  said  Board 
may  adopt. 

No  Modification  On  Account  of  Compensation  Benefits. 

Section  20.  No  modification  of  the  benefits  provided  in  this 
Ordinance  shall  be  made  on  account  of  any  amount  or  amounts  pay- 
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able  to  a  beneficiary,  as  defined  herein,  under  the  provisions  of  the 
State  Compensation  Law. 

Monthly  Payments. 

Section  21.  A  pension,  an  annuity  or  retirement  allowance 
granted  under  the  provisions  of  this  Ordinance  shall  be  payable  in 
equal  monthly  installments. 

Exemption  From  Execution. 

Section  22.  The  right  of  a  person  to  a  pension,  an  annuity  or  a 
retirement  allowance,  to  the  return  of  contributions,  the  pension, 
annuity  or  retirement  allowance  itself,  any  optional  benefit,  any  other 
right  accrued  or  accruing  to  any  person  under  the  provisions  of  this 
Ordinance  and  the  moneys  in  the  Fund  created  under  this  Ordinance 
shall  not  be  subject  to  execution,  garnishment,  attachment,  or  any 
other  process  whatsoever,  and  shall  be  unassignable  except  as  in  this 
ordinance  specifically  provided. 

Estimate  of  Service,  Compensation  or  Age. 

Section  23.  If  it  shall  be  impracticable  for  the  Board  of  Admin- 
istration to  determine  from  the  records  the  length  of  service,  the 
compensation  or  the  age  of  any  member,  the  said  Board  may 
estimate,  for  the  purposes  of  this  ordinance,  such  length  of  service, 
compensation  or  age. 

Service  After  Retirement. 

Section  24.  No  person  who  has  been  retired  for  service  and  who 
receives  a  retirement  allowance  under  the  Retirement  System  shall 
be  paid  for  any  service,  except  as  a  juror  or  as  an  election  officer, 
rendered  by  him  to  the  city  after  the  date  of  the  first  payment  of  his 
retirement  allowance. 

Constitutionality. 

Section  25.  If  any  section,  or  sections,  or  part  of  any  section, 
of  this  Ordinance  shall  be  found  to  be  unconstitutional  or  invalid,  for 
any  reason,  the  remainder  of  the  ordinance  shall  not  thereby  be 
invalidated,  but  shall  remain  in  full  force  and  effect. 

Repealing   Conflicting   Ordinances. 

Section  26.     All  Ordinances  and  parts  of   Ordinances  in  so   far 
as  they  conflict  with  this  Ordinance  are  hereby  repealed. 
Section  27.     This  Ordinance  shall  take  effect  immediately. 
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APPENDIX  II. 
REPORT  OF  THE  ACTUARY 


WILLIAM     LESLIE 

Consulting  Actuary 

525  Market  St.,  San  Francisco,  Calif. 

November  23,  1921. 
Honorable  Board  of  Administration, 

Retirement  System  for  City  and  County  Employees, 
San  Francisco,  California. 
Gentlemen : 

I  am  enclosing  herewith  my  report  covering  an  actuarial  valuation 
of  the  liabilities  involved  in  the  establishment  of  a  retirement  system 
for  city  employees,  as  well  as  recommendations  concerning  various 
features  of  the  system  which  entered  into  the  actuarial  computations. 
In  addition  to  the  report,  I  am  also  filing  for  future  reference  the 
working  sheets  and  data  upon  which  the  conclusions  set  forth  in 
the  report  have  been  based. 

Yours  very  truly, 

WM.  LESLIE. 


REPORT  ON  THE  COST  OF  ESTABLISHING  A  RETIRE- 
MENT SYSTEM  FOR  EMPLOYEES  OF  THE  CITY 
AND  COUNTY  OF  SAN  FRANCISCO. 

In  accordance  with  the  provisions  of  Article  XVII  of  the  Charter, 
the  following  report  deals  with  the  financial  aspects  involved  in  the 
establishment  of  a  retirement  system  for  employees  of  the  City  and 
County  of  San  Francisco.  It  shows  the  liabilities  that  will  be 
assumed  by  the  City,  as  well  as  the  rates  of  contribution  required  of 
the  City  and  its  employees  in  order  to  place  the  system  upon  a  sound 
actuarial  basis  as  required  by  the  Charter. 

In  making  such  an  actuarial  investigation,  it  is  necessary,  because 
of  practical  limitations  of  time  and  expense,  to  have  in  advance  an 
idea  of  the  general  features  to  be  incorporated  in  the  system;  other- 
wise there  would  be  no  end  to  the  computations  to  be  made,  for 
there  are  an  almost  unlimited  number  of  variations  that  might  be 
considered,  each  of  which  would  involve  lengthy  and  difficult  compu- 
tations. The  Charter  itself  places  the  following  limitations  upon  the 
system  to  be  adopted: 
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1.  The  system  is  to  be  conducted  on  the  contributory  plan,  the 
normal  contributions  of  employees  to  be  matched  by  an  equal  amount 
from  the  City. 

2.  The  contributions  of  employees  under  fifty  years  of  age  can 
not  exceed  5%  of  their  salaries,  and  for  employees  over  that  age 
can  not  exceed  10%  of  their  salaries. 

3.  The  Board  of  Administration  may  provide  for  optional  addi- 
tional contributions  to  be  made  by  employees,  but  they  are  not  to  be 
matched  by  the  City. 

4.  The  liability  of  the  City  on  account  of  service  rendered  prior 
to  the  adoption  of  the  system  may  be  covered  by  annual  appropria- 
tion of  the  supervisors,  but  the  normal  rates  of  contribution  must  be 
sufficient  to  provide  upon  a  reserve  basis  for  all  liabilities  arising  out 
of  future  service. 

5.  Retirement  for  service  may  be  permitted  at  the  age  of  62 
after  10  years  of  continuous  service.  Retirement  is  compulsory  at 
age  70. 

6.  In  the  discretion  of  the  Board  of  Administration  retirement 
for  service  may  be  permitted  after  30  years  of  continuous  service. 

7.  Retirement  for  disability  may  be  made  before  age  62  and  be- 
fore 30  years  of  continuous  service. 

8.  Death  benefits  may  be  provided. 

In  addition  to  these  Charter  provisions,  there  were  available  for 
consideration  the  retirement  systems  adopted  or  proposed  for 
adoption  in  other  places.  Notable  among  these  were  the  systems  of 
the  City  of  New  York,  of  the  State  of  New  York,  of  the  State  of 
California  for  application  to  counties,  of  the  City  of  Boston,  of  the 
City  of  Milwaukee,,  and  of  the  Federal  Government.  From  a 
consideration  of  these  systems,  a  plan  for  retiring  employees  of  the 
City  and  County  of  San  Francisco  was  built  around  the  features 
specified  in  the  Charter.  Where  different  principles  were  found  in 
other  systems,  the  decision  as  to  which  to  follow  was  based  partly 
upon  the  cost  involved,  and  partly  upon  the  applicability  of  the 
principle  to  conditions  prevailing  in  San  Francisco.  The  following 
were  the  provisions  used  as  a  basis  for  computations : 

Benefits. 
1.     Service  Retirement. 

Employees  may  retire  at  age  62  after  10  years  of  continuous 
service  and  must  retire  at  age  70.  The  allowance  upon  retirement 
shall  consist  of 

(a)  An  annuity  purchased  by  the  accumulated  contributions  of 
the  employee. 

(b)  A  pension  purchased  by  the  normal  accumulated  contribu- 
tions of  the  City,  or 
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A  pension  furnished  by  the  City  equal  to  two-thirds  of  1%  of 
the  average  final  salary  multiplied  by  the  number  of  years  of  service 
after  entrance  into  the  system.  (Referred  to  hereafter  as  "future 
service".) 

(c)  An  additional  pension  furnished  by  the  City  equal  to  twice 
the  amount  which  would  have  been  purchased  by  the  accumulated 
normal  contributions  of  the  employee  had  the  system  been  in  effect 
and  had  he  been  contributing  during  each  year  of  prior  service,  or 

An  additional  pension  furnished  by  the  City  equal  to  1  1/3%  of 
the  average  final  salary  multiplied  by  the  number  of  years  of  prior 
service. 

(d)  For  employees  in  the  service  of  the  City  at  the  time  the 
system  becomes  effective,  such  an  additional  pension  furnished  by 
the  City  as  will  make  the  total  retirement  allowance  not  less  than 
$480  per  annum,  unless  such  amount  is  more  than  half  salary,  in 
which  event  the  total  retirement  allowance  shall  not  be  less  than  half 
salary. 

2.  Disability  Retirement. 

Employees  who  become  physically  or  mentally  incapacitated  for 
the  performance  of  duty  may  be  retired,  provided  they  have  put  in 
10  years  of  continuous  service  immediately  preceding  the  date  of 
such  retirement.     The  allowance  upon  retirement  shall  consist  of 

(a)  An  annuity  purchased  by  the  accumulated  contributions  of 
the  employee. 

(b)  A  pension  furnished  by  the  City  which,  when  added  to  the 
annuity,  shall  make  the  total  retirement  allowance  equal  to  l%% 
of  the  average  final  salary  multiplied  by  the  number  of  years  of 
service,  subject  to  the  following  minimum  provisions : 

(1)  The  total  retirement  allowance  shall  not  be  less  than  25% 
for  employees  who,  if  they  had  staid  in  service  to  age  62,  would 
have  had  twenty  years  of  service  to  their  credit. 

(2)  For  other  employees  the  total  retirement  allowance  shall  not 
be  less  than  an  amount  equal  to  1J4%  of  average  final  salary  multi- 
plied by  the  number  of  years  of  service  which  would  have  been  to 
their  credit  had  they  staid  in  service  to  age  62. 

3.  Death. 

Upon  the  death  of  an  employee,  prior  to  retirement  for  service 
or  disability,  there  shall  be  paid  to  his  beneficiary 

(a)  His  accumulated  contributions. 

(b)  A  death  benefit  furnished  by  the  City  equal  to  his  salary  for 
half  a  year. 

4.  Withdrawal. 

Upon  withdrawal  from  the  system  through  resignation  or  dis- 
missal  from  the  service  of  the  City,  or  in  any  way  which   does  not 
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entitle  the  employee  to  one  of  the  preceding  benefits,  the  accumulated 
contributions  of  the  employee  shall  be  returned  to  him. 

Contributions. 

1.  By  Employees. 

Employees  shall  contribute  the  percentages  of  salary  fixed  for 
their  respective  ages  of  entrance  into  the  system.  Within  the  limi- 
tations of  the  Charter  upon  the  maximum  rates  of  contribution,  the 
rates  shall  be  established  to  provide  a  total  retirement  allowance  of 
50%  of  average  final  salary  for  employees  who  retire  at  age  62  after 
not  less  than  30  years'  service.  The  exact  number  of  years  of 
service  required  for  retirement  on  half  pay  to  be  determined  by 
the  relation  of  the  computed  rates  for  various  years  of  service  to 
those  set  forth  in  the  Charter  as  maximum  rates.  The  contributions 
of  employees  shall  provide  one-half  of  this  total  retirement  allow- 
ance, the  other  half  being  furnished  by  the  City. 

2.  By  the  City. 

The  City  shall  match  the  contributions  made  by  employees  and, 
in  addition,  shall  contribute  such  amounts  as  are  found  necessary  to 
provide  the  benefits  payable  on  account  of  service  rendered  prior  to 
the  effective  date  of  the  system.  Any  contributions  of  the  City 
released  through  withdrawal  of  an  employee  shall  be  used  to  reduce 
the  liability  assumed  by  the  City  on  account  of  prior  service. 

Rate  of  Interest. 

Interest  shall  be  allowed  at  the  rate  of  4%,  compounded  annually, 
Contributions  shall  be  accumulated  and  the  valuation  of  assets  and 
liabilities  shall  be  made  at  this  rate  of  interest. 

Average  Final   Salary. 

The  average  final  salary  shall  be  the  average  for  the  ten  years 
immediately  preceding  retirement,  determined  upon  the  assumption 
that  the  employee  was  engaged  during  each  year  for  the  average 
period  put  in  by  employees  of  the  same  class  and  at  the  same  rate 
of  pay. 

Employees  Covered  by  the  System. 

The  system  shall  be  compulsory,  but  shall  not  apply  to  members 
of  the  police  or  fire  departments,  teachers,  elected  officials  or  officials 
appointed  by  the  Mayor,  employees  engaged  outside  of  the  City  and 
County  of  San  Francisco  on  the  Hetch  Hetchy  project,  and  certain 
other  classes,  such  as  part-time  employees,  inmates  of  public  institu- 
tions, etc. 

The  foregoing  provisions  do  not,  of  course,  cover  all  the  details 
of   a    retirement   system.     They   do,   however,    include    all   of   those 
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which  enter  into  an  actuarial  valuation  of  the  assets  and  liabilities 
involved,  as  well  as  the  determination  of  the  rates  of  contribution. 
Their  presentation  in  this  report  is  by  way  of  summary  only  and 
they  are  stated  in  the  terms  according  to  which  they  enter  into  the 
actuarial  computations. 

Data. 

The  tools  with  which  an  actuary  works  are  compound  interest 
and  the  probabilities,  derived  from  past  experience,  that  certain 
events  will  occur  in  the  future.  In  the  present  problem  there  are 
several  events,  the  probable  occurrence  of  which  must  be  measured. 
In  any  group  of  employees  some  will  retire  for  service,  some  for 
disability,  some  will  die  in  service  and  some  will  withdraw  without 
any  benefit.  For  those  who  retire  either  for  service  or  disability 
the  amount  which  will  be  paid  depends  upon  the  duration  of  life. 
As  a  first  step  in  the  valuation  it  was,  therefore,  necessary  to  deter- 
mine the   following  rates : 

1.  Rates  of  mortality  among  employees  in  active  service. 

2.  Rates  of  disability  among  employees  in  active  service. 

3.  Rates  of  withdrawal  among  employees  in  active  service. 

4.  Rates  of  service  retirement  among  employees  eligible  to  retire. 

5.  Rates  of  salary  change  among  employees  in  active  service. 

6.  Rates  of  mortality  among  service  pensioners. 

7.  'Rates  of  mortality  among  disability  pensioners. 

Because  of  the  variations  in  these  rates  among  employees  in  dif- 
ferent classes  of  work  and  by  sex,  it  was  necessary  to  consider  the 
problem  of  grouping  employees  both  for  an  actuarial  valuation  of 
assets  and  liabilities  and  for  computation  of  the  rates  of  contribution. 
Not  only  do  all  of  these  rates  vary  by  age  but  the  first  five  also  may 
vary  by  length  of  service,  which  necessitated  consideration  of  the 
use  of  select  tables. 

While  it  was  quite  clear  at  the  outset  that  the  limited  number  of 
employees  and  the  incompleteness  of  the  records  concerning  em- 
ployees who  separated  from  the  service  in  the  past  would  not  permit 
the  determination  of  these  rates  solely  from  the  experience  among 
employees  of  the  City,  yet  an  investigation  of  that  experience  had 
to  be  made  to  serve  as  a  guide  in  the  adoption  or  modification  of 
rates  developed  through  pension  investigations  elsewhere.  It  is  a 
well  recognized  fact  among  actuaries  that  the  proper  basis  of  rates 
is  the  experience  of  the  group  to  which  they  are  to  be  applied  and 
without  some  investigation  to  determine  the  rates  to  be  used,  the 
valuation  would  have  been  less  trustworthy.  It  is  worth  mentioning 
at  this  point  that  the  rates  of  contribution  made  by  employees  involve 
only  the  rates  of  mortality  among  service  pensioners  and  rates  of 
salary  change,  the  other  rates  affecting  the  liability  of  the  City  for 
prior  service  but  not  the  rates  of  contribution  for  future  service. 
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In  order  to  secure  the  necessary  data  for  the  investigation  of  the 
experience  among  city  employees  and  to  supply  the  basis  to  which 
the  adopted  rates  were  to  be  applied,  the  following  steps  were  taken : 

1.  A  census  was  taken  of  employees  in  the  service  of  the  City 
on  April  1,  1921,  which  gave,  in  addition  to  other  information,  the 
age,  length  of  service,  sex,  occupation,  and  office  or  department  in 
which  employed. 

2.  From  the  records  of  the  Civil  Service  Commission  similar 
information  was  obtained  concerning  employees  who  left  the  service 
of  the  City  for  any  cause  in  the  preceding  five  years.  This  informa- 
tion was  necessarily  limited  to  civil  service  employees. 

The  material  secured  in  this  way  was  transferred  to  Hollerith 
Cards  and  tabulated  in  the  various  ways  required  to  make  the 
necessary  studies.  The  experience  by  occupational  groups  and  by 
sex  was  compared  with  that  of  various  published  tables,  particularly 
those  contained  in  the  "Report  on  the  Pension  Funds  of  the  City 
of  New  York".  The  process  followed  was  the  standard  one  of 
comparing  the  actual  and  expected  number  of  events.  The  descrip- 
tion of  the  process  is  highly  technical  and  nothing  would  be  gained 
by  explaining  it  in  this  report. 

The  first  result  of  the  investigation  was  the  decision  that  the 
rates  of  contribution  should  be  based  upon  sex  and  age,  but  should 
not  vary  by  occupational  groups.  As  previously  stated,  only  the 
rates  of  mortality  among  service  pensioners  and  the  rates  of  salary 
change  enter  into  the  determination  of  rates  of  contribution.  Every 
mortality  investigation  of  which  the  writer  is  aware  has  shown 
that,  at  the  ages  involved,  the  rates  of  mortality  are  lower  among 
women  than  men,  which  fact  consequently  requires,  in  the  interests 
of  equity  and  a  sound  system,  different  rates  of  contribution  for 
men  and  women.  The  variations  in  the  mortality  rates  among 
service  pensioners  of  different  occupational  groups,  as  published  in 
the  New  York  report,  were  not  considered  applicable  to  San  Fran- 
cisco employees.  Unless  very  strong  evidence  could  be  produced 
showing  that  occupational  groups  were  necessary,  it  was  believed 
safer  and  more  practicable  to  avoid  grouping.  The  main  question 
arose  with  respect  to  rates  of  salary  change.  It  was  found  that  the 
rates  for  male  laborers,  mechanics  and  carmen  were  near  enough 
alike  to  combine  into  one  set  of  rates  for  the  group,  but  that  it  was 
quite  different  from  the  rates  for  male  clerical  employees.  The 
rates  for  female  employees  were  also  different,  but  because  separate 
rates  of  contribution  were  to  be  computed  for  them,  anyhow,  on 
account  of  the  different  mortality  rates,  that  did  not  complicate  the 
situation.  It  was  finally  decided  that  the  difference  in  rates  of 
contribution  indicated  by  the  different  salary  scales  was  not  worth 
the  practical  difficulties  that  would  be  involved  in  maintaining  an 
occupational   division  of  the   retirement   system,   and   particularly   so 
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because  the  maximum  limits  imposed  by  the  Charter  would  force 
the  rates  of  contribution  for  both  groups  to  substantially  the  same 
level  irrespective  of  the  rates  of  salary  change  involved. 

The  next  decision  was  that  in  valuing  the  liabilities  of  the  City 
on  account  of  prior  service  and  in  determining  the  amount  which 
would  be  released  from  contributions  for  future  service  because  of 
withdrawals,  the  employees  should  be  classified  into  three  groups  as 
follows : 

1.  Male — clerical  employees. 

2.  Male — mechanics,  laborers  and  platform  men. 

3.  Female  employees. 

The  grouping  resulted  from  several  considerations,  but  was  pri- 
marily due  to  differences  in  the  rates  of  withdrawal  and  disability 
developed  for  the  "Male — clerical"  and  the  "Male — mechanics,  labor- 
ers and  platform  men"  groups  and  the  difference  in  the  rates  of 
salary  change  for  all  three  groups. 

The  rates  which  were  adopted  and  the  basis  of  their  adoption 
follow : 

Rates  of  Mortality  Among  Active  Employees. 

The  mortality  rates  contained  in  the  American  Experience  Table 
were  adopted  for  all  occupational  groups  and  for  both  sexes,  as 
representing  the  mortality  to  be  experienced  in  the  future  among 
active  employees.  It  is  generally  conceded  to  show  an  excess 
mortality  at  the  younger  ages,  but  the  actual  experience  among  civil 
service  employees  of  the  City  during  the  past  five  years  justifies  its 
use.  While  high  rates  of  mortality  cut  down  the  cost  of  service 
and  disability  pensions,  they  increase  the  cost  of  death  benefits,  and 
it  is  not  believed  that  the  use  of  this  table  has  caused  an  under- 
statement of  the  liabilities  of  the  City. 

Rates  of  Disability  Among  Active  Employees. 

Two  sets  of  disability  rates  were  adopted,  one  for  the  "Mechanics, 
Laborers  and  Platform  Men"  group  and  the  other  for  the  remaining 
classes  of  employees.  These  rates  were  those  used  in  the  valuation 
of  the  New  York  State  Pension  System  for  "Laborers"  and  "Clerks", 
respectively.  They  seem  to  come  as  near  fitting  as  any  others, 
because,  after  all,  the  actual  rates  of  retirement  for  disability  will 
depend  in  large  measure  upon  the  administration  of  the  disability 
provisions  of  the  system.  In  selecting  these  rates  it  was  borne  in 
mind  that  they  came  originally  from  the  experience  of  the  New 
York  City  Pension  Fund  and  that  consequently  they  would  probably 
reflect  about  the  same  degree  of  liberality  in  permitting  disability 
retirements  as  one  would  expect  in  the  administration  of  the  San 
Francisco  retirement  system. 
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Rates  of  Withdrawal  Among  Active  Employees. 

Two  sets  with  withdrawal  rates  were  adopted,  one  for  the 
"Mechanics,  Laborers  and  Platform  Men"  group  and  the  other  for 
the  remaining  classes  of  employees.  The  rates  were  developed  from 
the  actual  experience  among  civil  service  employees  of  the  City. 
They  are  considered  conservative,  because  the  non-civil  service 
group  apparently  involves  a  much  higher  labor  turnover,  although 
unfortunately  reliable  information  concerning  the  separations  from 
the  service  in  this '  group  is  lacking.  The  rates  were  prepared  in 
select  form  because  of  the  influence  of  length  of  service  upon  the 
rate  of  withdrawal   from  service. 

Rates  of  Salary  Change. 

Three  rates  of  salary  change,  or  "salary  scales",  as  they  are 
frequently  called,  were  adopted:  one  for  "Male-Clerical"  employees; 
one  for  "Mechanics,  Laborers  and  Platformmen"  group ;  and  the 
third  for  "Female"  employees.  These  were  the  rates  used  in  valuing 
the  liabilities  of  the  City  under  the  system.  In  addition,  the  rates  for 
the  first  two  groups  were  combined  for  the  purpose  of  computing 
rates  of  contribution  for  male  employees.  The  salary  scales  were 
constructed  by  a  free  graduation  of  the  actual  salaries  of  employees 
tabulated  according  to  age. 

Rates  of  Mortality  Among  Service  Pensioners. 

The  safety  of  the  system  is  dependent  upon  the  amount  of  the 
funds,  used  in  the  purchase  of  annuities  and  pensions,  actually  being 
sufficient  to  meet  the  payments  of  the  allowances  as  they  come  due. 
In  other  words,  this  means  that  the  rates  of  mortality  among  pen- 
sioners must  be  thoroughly  safe  rates.  The  standard  mortality  table 
for  life  insurance  companies  issuing  annuities  is  "McClintock's 
Annuitants'  Mortality  Table",  which  gives  separate  rates  for  men 
and  women.  McClintock's  Table  was  adopted  and  annuity  values 
for  service  pensioners  were  based  thereon,  one  set  being  computed 
for  men  and  another  for  women. 

Rates  of  Mortality  Among  Disability  Pensioners. 

The  standard  table  for  valuing  disability  benefits  is  one  prepared 
by  Arthur  Hunter  and  Hunter's  mortality  rates  among  disabled  lives 
were  adopted  for  disability  pensioners.  Annuity  values  upon  the 
basis  of  these  mortality  rates  were  used  for  all  disability  pensioners, 
irrespective  of  occupation  or  sex. 

Rates  of  Service  Retirement  Among  Those  Eligible  to  Retire. 

There  is  nothing  whatever  to  go  on  in  adopting  rates  of  service 
retirement.     What  proportion   of  the  employees   who   reach  age  62 
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will  retire  each  year  before  age  70  is  problematical.  It  will  certainly 
be  influenced  to  a  large  extent  by  the  length  of  service,  because 
length  of  service  is  the  principal  factor  in  determining  the  amount 
of  retirement  allowance  and  the  latter,  next  to  conditions  of  health, 
will  be  the  main  consideration  of  an  employee  who  is  eligible  to 
retire.  No  rates  of  service  retirement,  as  such,  have  been  adopted, 
but  the  following  expedient  has  been  used  to  accomplish  what  would 
otherwise  be  involved  in  the  introduction  of  service  retirement  rates. 
Every  employee  is  presumed  to  stay  on  in  service  until  his  total 
retirement  allowance  reaches  50%  of  average  final  salary  or  he 
attains  age  70,  at  which  time  he  retires.  Generally  speaking,  and 
except  for  conditions  of  health,  this  will  probably  be  the  situation, 
as  less  than  half  salary  is  unattractive  as  a  retirement  allowance. 

The  several  rates  and  annuity  values  referred  to  are  given  in  the 
following  tables : 
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Table  1. 

DISABILITY    AND    MORTALITY    RATES    AMONG    ACTIVE 
EMPLOYEES. 


Age 
20... 

1... 

2... 

3... 

4... 
25... 

6... 

7... 


9. 
30. 

1. 

2. 

3. 

4. 
35. 

6. 

7. 

8. 

9. 
40. 

1. 

2. 

3. 

4. 
45. 

6. 

7. 

8. 

9. 
50. 

1. 

2. 

3. 

4. 
55. 

6. 

7. 

8. 

9. 
60. 

1. 

2. 

3. 

4. 
65. 

6. 

7. 


Rates  of  Disability 

Mechanics, 
Laborers  and 
Platform  Men 

0011 

0012 

0013 

0014 

0015 

0016 

0017 

0019 

0020 

0022 

0024 

0026 

0028 

0030 

0033 

0036 

0040 

0044 

0048 

0053 

0058 

0064 

0071 

0078 

0086 

0094 

0104 

0114 

0124 

0135 

0149 

0165 

0184 

0208 

0233 

0264 

0298 

0343 

0393 

0449 

0512 

0583 


Male  Clerical 
and  Female 
Employees 
.0004 
.0004 
.0005 
.0005 
.0005 
.0006 
.0006 
.0006 
.0007 
.0007 
.0008 
.0008 
.0009 
.0010 
.0010 
.0011 
.0012 
.0013 
.0015 
.0016 
.0018 
.0020 
.0022 
.0024 
.0026 
.0029 
.0033 
.0036 
.0040 
.0045 
.0050 
.0056 
.0063 
.0070 
.0078 
.0088 
.0098 
.0112 
.0127 
.0148 
.0177 
.0216 


Rates  of  Mortality* 
All  Employees 

.007805 
.007855 
.007906 
.007956 
.00801 1 
.008065 
.008130 
.008197 
.008264 
.008345 
.008427 
.008510 
.008607 
.008718 
.008831 
.008946 
.009089 
.009234 
.009408 
.009586 
.009794 
.010008 
.010252 
.010517 
.010829 
.011163 
.011562 
.012000 
.012509 
.013106 
.013781 
.014541 
.015389 
.016333 
.017396 
.018571 
.019885 
.021335 
.022936 
.024720 
.026693 
.028880 
.031292 
.033943 
.036873 
.040129 
.043707 
.047647 
.052002 
.056762 


♦American  Experience  Table. 
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Table  2. 


RATES  OF  WITHDRAWAL— LABORERS,  MECHANICS  AND 
PLATFORM  MEN. 


Age 
17... 

8... 

9... 
20... 

1... 

2... 

3... 

4... 
25... 

6... 

7... 

8... 

9... 
30... 

1... 

2... 

3... 

4... 
35... 

6... 

7... 

8... 

9... 
40... 

1... 

2... 

3... 

4... 
45... 

6... 

7... 

8... 

9.., 
50... 

1... 

2... 

3... 

4... 
55.., 

6... 

7.., 

8.., 

9.., 
60.., 

1.. 


First  Year 

Second  Year 

Third  Year 

Ultimate 

.1843 

.1847 

.0968 

.1850 

.0971 

.0704 

.1853 

.0973 

.0708 

.0564 

.1856 

.0975 

.0712 

.0566 

.1857 

.0977 

.0715 

.0568 

.1858 

.0979 

.0717 

.0569 

.1857 

.0981 

.0719 

.0570 

.1856 

.0981 

.0719 

.0570 

.1855 

.0980 

.0718 

.0569 

.1853 

.0978 

.0717 

.0567 

.1847 

.0974 

.0712 

.0562 

.1839 

.0969 

.0706 

.0555 

.1830 

.0964 

.0699 

.0547 

.1820 

.0958 

.0689 

.0537 

.1810 

.0948 

.0679 

.0525 

.1799 

.0936 

.0663 

.0511 

.1785 

.0923 

.0645 

.0495 

.1769 

.0910 

.0625 

.0476 

.1752 

.0895 

.0604 

.0457 

.1732 

.0879 

.0583 

.0437 

.1710 

.0862 

.0561 

.0417 

.1684 

.0845 

.0538 

.0396 

.1654 

.0826 

.0514 

.0375 

.1622 

.0804 

.0489 

.0354 

.1590 

.0781 

.0460 

.0333 

.1556 

.0757 

.0431 

.0312 

.1520 

.0731 

.0402 

.0291 

.1482 

.0704 

.0373 

.0270 

.1442 

.0676 

.0344 

.0248 

.1398 

.0647 

.0314 

.0225 

.1352 

.0617 

.0284 

.0203 

.1304 

.0586 

.0254 

.0181 

.1254 

.0553 

.0221 

.0160 

.1202 

.0518 

.0190 

.0135 

.1148 

.0480 

.0159 

.0109 

.1094 

.0438 

.0128 

.0080 

.1038 

.0393 

.0096 

.0047 

.0980 

.0343 

.0063 

.0007 

.0920 

.0288 

.0030 

.0856 

.0226 

.0788 

.0152 

.0714 

.0078 

.0632 
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Table  3. 


RATES  OF  WITHDRAWAL— ALL   OTHER  EMPLOYEES. 


Age  First  Year 

17 1871 

8 1873 

9 1875 

20 1877 

1 1878 

2 1879 

3 1880 

4 1880 

25 1879 

6 1877 

7 1874 

8 1870 

9 1867 

30 1862 

1 1856 

2 1846 

3 1834 

4 1820 

35 1803 

6 1783 

7 1759 

8 1728 

9 1684 

40 1633 

1 1575 

2 1510 

3 1439 

4 1363 

45 1283 

6 1198 

7 1014 

8 0934 

9 0859 

50 0794 

1 0736 

2 0684 

3 0639 

4 0600 

55 0566 

6 0538 

7 0515 

8 0496 

9 0479 

60 0464 


Second  Year 

Th  ird  Year 

Ultima 

.1133 

.1136 

.0824 

.1138 

.0827 

.0591 

.1139 

.0829 

.0593 

.1138 

.0830 

.0595 

.1137 

.0829 

.0596 

.1134 

.0826 

.0597 

.1130 

.0821 

.0598 

.1126 

.0816 

.0597 

.1119 

.0809 

.0595 

.1112 

.0799 

.0590 

.1104 

.0787 

.0585 

.1093 

.0774 

.0577 

.1081 

.0759 

.0568 

.1068 

.0742 

.0557 

.1052 

.0722 

.0545 

.1036 

.0701 

.0532 

.1017 

.0679 

.0517 

.0996 

.0657 

.0497 

.0971 

.0632 

.0474 

.0936 

.0605 

.0444 

.0895 

.0578 

.0406 

.0848 

.0547 

.0361 

.0795 

.0513 

.0303 

.0735 

.0478 

.0244 

.0670 

.0441 

.0191 

.0598 

.0402 

.0152 

.0528 

.0360 

.0122 

.0460 

.0316 

.0099 

.0394 

.0270 

.0080 

.0334 

.0230 

.0062 

.0278 

.0195 

.0050 

.0224 

.0162 

.0039 

.0175 

.0132 

.0028 

.0130 

.0103 

.0018 

.0091 

.0077 

.0008 

.0061 

.0051 

.0041 

.0024 

.0023 

.0008 
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Table  4. 


SALARY  SCALE. 


Male 


Age  Clerical 

20 1.200 

1 1.250 

2 1.300 

3 1.350 

4 1.400 

5 1.450 

6 1.500 

7 1.550 

8 1.600 

9 1.650 

30 1.700 

1 1.725 

2 1.750 

3 1.775 

4 1.800 

5 1.825 

6 1.835 

7 1.845 

8 1.855 

9 1.865 

40 1.875 

1 1.885 

2 1.895 

3 1.905 

4 1.915 

5 1.925 

6 1.935 

7 1.945 

8 1.955 

9 1.965 

50 1.975 

1 1.985 

2 1.995 

3 2.005 

4 2.015 

5 2.025 

6 2.035 

7 2.045 

8 2.055 

9 2.065 

60 2.075 

1 2.085 

2 2.095 

3 2.105 

4 2.115 

5 2.125 

6 2.135 

7 2.145 

8 2.155 

9 2.165 

70 2.175 


Laborers, 

Mechanics 

and    Platform 

Men 

Female 

1.200 

.925 

1.220 

1.000 

1.240 

1.060 

1.250 

1.110 

1.260 

1.160 

1.270 

1.200 

1.280 

1.220 

1.290 

1.230 

1.300 

1.240 

1.310 

1.250 

1.320 

1.260 

1.330 

1.270 

1.340 

1.280 

1.350 

1.290 

1.360 

1.300 

1.370 

1.310 

1.380 

1.320 

1.390 

1.330 

1.400 

1.340 

1.410 

1.350 

1.420 

1.360 

1.430 

1.370 

1.440 

1.380 

1.450 

1.390 

1.460 

1.400 

1.470 

1.410 

1.480 

1.420 

1.490 

1.430 

1.500 

1.440 

1.510 

1.450 

1.520 

1.455 

1.530 

1.460 

1.540 

1.465 

1.550 

1.470 

1.555 

1.475 

1.560 

1.479 

1.564 

1.483 

1.567 

1.486 

1.569 

1.489 

1.570 

1.491 

1.571 

1.493 

1.572 

1.495 

1.573 

1.496 

1.574 

1.497 

1.575 

1.498 

1.576 

1.499 

1.577 

1.500 

1.578 

1.501 

1.579 

1.502 

1.580 

1.503 

1.581 

1.504 

50 


Table  5. 


ANNUITY  VALUES. 


Service  Retirement* 

Age  Male  Female 

62 9.754  11.046 

3 9.438  10.714 

4 9.121  10.381 

5 8.804  10.046 

6 8.488  9.711 

7 8.173  9.376 

8 7.859  9.042 

9 7.548  8.709 

70 ' 7.239  8.378 

1 6.934  8.050 

2 6.633  7.724 

3.-. 6.336  7.402 

4 6.045  7.084 

5 5.758  6.770 

6 5.478  6.462 

7 5.205  6.159 

8 4.938  5.863 

9 4.678  5.573 

80 4.426  5.290 

1 4.182  5.015 

2 3.946  4.748 

3 3.718  4.489 

4 3.499  4.238 

5 3.289  3.996 

6 3.088  3.763 

7 2.896  3.539 

8 2.712  3.325 

9 2.538  3.119 

90 2.372  2.923 

1 2.215  2.736 

2 2.067  2.559 

3 1.927  2.390 

4 1.796  2.231 

5 1.673  2.081 


Disability   Retirement 

Age 

20 5.202 

1 5.497 

2 5.795 

3 6.096 

4 6.393 

5 6.686 

6 6.965 

7 7.221 

8 7.454 

9 7.654 

30 7.810 

1 7.923 

2 7.999 

3 8.044 

4 8.068 

5 8.077 

6 8.079 

7 8.073 

8 8.066 

9 8.048 

40 8.020 

1 7.979 

2 7.933 

3 7.880 

4 7.828 

5 7.769 

6 7.711 

7 7.653 

8 7.587 

9 7.519 

50 7.450 

1 7.389 

2 7.318 

3 7.252 

4 7.192 

5 7.148 

6 7.112 

7 7.086 

8 7.072 

9 7.072 

60 7.087 

1 7.121 


*Based  on  McClintock's  Table. 
fBased  on  Hunter's  Ultimate  Table. 
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Upon  the  basis  of  the  foregoing  rates  two  "active  service  tables" 
were  constructed.  These  tables  show  the  progress  of  a  group  of 
employees  starting  at  any  age  and  running  on  to  age  70.  They  state 
the  number  who  are  alive  and  in  active  service  at  each  age,  and  the 
number  who  withdraw,  become  disabled  or  die  between  any  two 
successive  ages.  From  these  tables  were  derived  the  commutation 
columns  which  formed  the  basis  of  the  computation  of  the  liabilities 
assumed  by  the  City.  Two  active  service  tables  were  required  because 
of  the  difference  in  the  withdrawal  and  disability  rates  between  the 
"Male — Clerical"  and  the  "Mechanics,  Laborers  and  Platform  Men 
groups.  The  different  salary  scale  adopted  for  female  employees 
required  the  construction  of  a  third  set  of  commutation  columns,  but 
not  a  third  active  service  table. 
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The  rates  of  contribution  were  determined  upon  the  basis  of 
sex  for  the  reasons  previously  set  forth.  They  were  graded  by 
age  in  order  to  provide  retirement  allowances  which  would  vary 
equitably  with  the  length  of  sen-ice.  A  flat  rate  of  contribution 
for  all  ages  would  produce  excessively  large  benefits  for  em- 
ployees entering  the  System  at  the  younger  ages  and  very  small 
benefits  for  those  entering  at  the  older  ages.  As  the  Charter  re- 
quires that  the  City  shall  match  the  contributions  of  employees, 
it  seemed  improper  to  adopt  a  flat  rate  upon  the  basis  of  which 
the  City  would  be  over-generous  to  younger  employees  and  nig- 
gardly to  older  employees. 

The  rates  which  have  been  computed  provide  on  the  average 
an  annuity  at  age  62  equal  to  .668%  of  average  final  salary  for 
each  year  of  service  for  male  employees  and  .586%  of  average 
final  salary  for  each  year  of  service  for  female  employees.  In 
other  words,  a  male  employee  who  at  age  62  has  37%  years  of 
service  and  whose  salary  has  advanced  normally  will  receive  a 
total  retirement  allowance  of  50%  of  his  average  final  salary, 
while  a  female  employee  must  have  43  years  of  service  to  obtain 
a  retirement  allowance  of  half-pay.  These  long  service  require- 
ments, in  order  to  approximate  retirement  at  age  62  on  half-pay, 
are  due  to  the  Charter  limitations  upon  the  rates  of  contribution, 
which  prevent  the  adoption  of  any  higher  rates.  It  will  be  noted 
in  the  following  table  that  the  rate  for  age  49  for  both  male  and 
female  employees  is  5%,  which  is  the  maximum  permitted  by  the 
Charter. 

Table  8. 

RATES  OF  CONTRIBUTION  OF  MEMBERS  EXPRESSED  AS  PER- 
CENTAGES OF  SALARY. 

Age  Male  Female 

20 2.87 2.94 

1 2.91 2.98 

2 2.96 3.02 

3 3.02 3.07 

4 3.07 3.12 

5 3.13 3.18 

6 3.18 3.24 

7 3.24 3.30 

8 3.30 3.36 

9 3.36 3.43 

30 3.42 3.49 

1 3.49 3.56 

2 3.56 3.62 

3 3.63 3.69 

4 3.70 3.76 

5 3.77 3.83 

6 3.85 3.91 

7 3.92 3.98 

8 4.00 4.06 

9 4.08 4.13 

40 4.16 4.21 

1 4.25 4.29 
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RATES  OF  CONTRIBUTION  OF  MEMBERS  EXPRESSED  AS  PER- 
CENTAGES   OF   SALARY— Continued. 

Age  Male  Female 

42 4.33 4.37 

3 4.42 4.45 

4 4.51 4.54 

5 4.61 4.63 

6 4.70 4.71 

7 4.80 4.81 

8 4.90 4.90 

9 5.00 5.00 

50 5.11... 5.09 

1 5.2>>5 5.19 

2 5.Z2 5.30 

3 5.43 5.40 

4 5.55 5.51 

5 5.66 5.61 

6 5.77 5.73 

7 5.89 5.84 

8 6.01 5.95 

9 „  ..  .6.13 6.07 

60 6.25 6.19 

1 6.37 6.31 

2 6.37 6.31 

3 6.37 6.31 

4 6.37 6.31 

5 6.37 6.31 

6 6.37 6.31 

7 6.37 6.31 

8 6.37 6.31 

9 6.37 6.31 

70 6.37 6.31 

In  order  to  show  how  rapidly  the  amount  of  the  annuity  in- 
creases if  an  employee  remains  in  service  after  age  '62  and  con- 
tinues to.  contribute,  the  following  tables  are  presented.  The 
annuities  are  shown  as  percentages  of  average  final  salary,  and 
are  given  for  the  various  ages  at  entry  for  retirements  between 
ages  62  and  70,  inclusive.  It  should  be  remembered  that  these 
percentages  relate  only  to  the  amount  of  the  annuity  purchased 
by  the  employee's  own  accumulated  contributions.  They  repre- 
sent average  conditions  respecting  salary  changes.  If  the  salary 
of  an  employee  advances  very  rapidly  in  the  last  few  years  before 
retirement,  his  annuity  will  be  a  smaller  percentage  of  average 
final  salary.  On  the  other  hand,  if  he  does  not  advance  as  rapidly 
as  the  average,  his  annuity  will  be  a  larger  percentage  of  average 
final  salary  than  that  shown.  His  annuity  is  always  determined 
by  the  amount  of  his  accumulated  contributions  and  irrespective 
of  whether  it  is  greater  or  less  than  the  average,  expressed  as  a 
percentage  of  his  average  final  salary,  it  is  still  exactly  the  amount 
to  which  he  is  entitled. 

The  total  retirement  allowance  provided  by  the  employee's 
contributions  and  by  the  City  is  approximately  double  the  per- 
centages shown  in  these  tables.  A  male  employee  entering  the 
service   of  the   City  at   age  47   and   contributing  at   the   rate   of 
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4.80%  of  his  salary  would  normally  receive  a  total  retirement 
allowance  at  age  70  of  49.6%  of  his  average  final  salary.  A  female 
employee  entering  at  43  and  contributing  at  the  rate  of  4.45%  of 
her  salary  would  normally  receive  a  total  retirement  allowance  at 
age  70  of  50.2%  of  her  average  final  salary. 


Table  9. 

MALE  EMPLOYEES— ALL  OFFICES  AND  DEPARTMENTS— AN- 
NUITIES IN  PERCENTAGE  OF  AVERAGE  FINAL  SALARY 
PURCHASED  BY  ACCUMULATED  NORMAL  CONTRIBUTIONS 
OF  THE  EMPLOYEE. 


Age  at 
Entry 

Average 

Percentage  of  Salary  Upon  Ret 

irement 

at  Age 

62 

63 

64 

65 

66 

67 

68 

69 

70 

20 

....28.1 

30.5 

33.2 

35.9 

39.2 

42.6 

46.6 

50.8 

55.4 

1 

....27.4 

29.7 
29.0 

32.4 
31.6 

35.2 
34.4 

38.3 
37.4 

41.8 
40.8 

45.5 
44.6 

49.7 
48.6 

54  3 

2 

....26.7 

53.2 

3 

. . .  .26.1 

28.3 

30.8 

33.5 

36.5 

39.9 

43.5 

47.5 

51.9 

4 

. . .  .25.4 

27.6 

30.1 

32.7 

35.7 

39.0 

42.6 

46.5 

50.8 

25 

....24.7 

26.9 

29.3 

31.9 

34.8 

38.0 

41.5 

45.4 

49.7 

6 

....24.0 

26.1 

28.5 

31.1 

33.9 

37.1 

40.6 

44.3 

48.5 

7 

....23.4 

25.5 

27.8 

30.3 

33.1 

36.2 

39.5 

43.3 

47.4 

8 

....22.7 

24.8 
24.1 

27.1 
26.3 

29.5 
28.7 

32.2 
31.3 

35.2 
34.3 

38.6 

37.5 

42.1 

41.1 

46.2 

9 

....22.0 

45.1 

30 

....21.4 

23.4 

25.5 

27.8 

30.5 

33.3 

36.6 

40.1 

43.9 

1 

....20.7 

22.7 
21.9 

24.8 
24.0 

27.1 
26.3 

29.6 
28.7 

32.5 
31.5 

35.5 
34.6 

38.9 
37.9 

42.8 

2 

....20.0 

41.6 

3 

....  19.4 

21.2 

23.2 

25.4 

27.9 

30.6 

33.5 

36.8 

40.4 

4 

....18.7 

20.5 

22.4 

24.6 

27.0 

29.7 

32.6 

35.8 

39.3 

35 

....18.0 

19.8 

21.8 

23.9 

26.1 

28.8 

31.6 

34.7 

38.2 

6 

....17.4 

19.1 

21.0 

23.0 

25.3 

27.8 

30.6 

33.6 

37.0 

7 

....16.7 

18.4 

20.2 

22.2 

24.5 

27.0 

29.6 

32.6 

35.9 

8 

. . . .  16.0 

17.6 
16.9 

19.5 
18.7 

21.5 
20.6 

23.7 
22.8 

26.0 
25.1 

28.7 
27.6 

31.6 
30.5 

34.8 

9 

....15.4 

33.6 

40 

....14.7 

16.3 

18.0 

19.8 

21.9 

24.1 

26.7 

29.5 

32.5 

] 

....14.0 

15.6 
14.9 

17.2 
16.5 

19.0 
18.2 

21.1 
20.2 

23.3 
22.3 

25.7 
24.7 

28.5 
27.3 

31.4 

2 

....13.4 

30.2 

3 

....  12.7 

14.1 

15.7 

17.4 

19.4 

21.4 

23.7 

26.3 

29.2 

4 

. . . .  12.0 

13.4 

14.9 

16.6 

18.5 

20.6 

22.8 

25.2 

28.1 

45 

....11.4 

12.7 

14.2 

15.8 

17.7 

19.6 

21.8 

24.2 

26.9 

6 

....10.7 

12.0 

13.5 

15.0 

16.8 

18.7 

20.9 

23.3 

25.8 

7 

....10.0 

11.3 

12.7 

14.2 

16.0 

17.9 

19.9 

22.2 

24.8 

8 

. . .  .09.4 

10.6 
09.8 

11.9 
11.1 

13.4 
12.6 

15.1 
14.3 

16.9 
16.0 

18.9 
17.9 

21.2 
20.2 

23.6 

9 

....08.7 

22.5 

50 

. . .  .08.0 

09.2 

10.5 

11.9 

13.4 

15.1 

17.0 

19.1 

21.5 

1 

....07.3 

08.5 
07.8 

09.7 
08.9 

11.1 

10.2 

12.6 

11.7 

14.2 
13.3 

16.0 
15.1 

18.1 

17.1 

20.4 

2 

. . .  .06.7 

19.2 

3 

. . .  .06.0 

07.1 

08.2 

09.5 

10.9 

12.4 

14.1 

16.0 

18.2 

4 

....05.3 

06.3 

07.5 

08.7 

10.0 

11.6 

13.2 

15.1 

17.1 

55 

. . .  .04.7 

05.6 

06.7 

07.9 

09.2 

10.6 

12.2 

14.1 

160 

6 

. . .  .04.0 

04.9 

05.9 

07.1 

08.4 

09.7 

11.3 

13.0 

149 

7 

....03.3 

04.2 

05.2 

06.3 

07.5 

08.9 

10.3 

12.0 

13.9 

8 

. . .  .02.7 

03.6 
02.7 

04.5 
03.7 

05.5 
04.7 

06.7 
05.8 

08.0 
07.1 

09.4 
08.4 

10.9 
10.0 

12.7 

9 

. . .  .02.0 

11  7 

60 

....01.3 

02.1 

02.9 

04.0 

05.0 

06.1 

07.5 

09.0 

107 

1 

....00.7 

01.4 

02.3 

03.1 

04.2 

05.3 

06.6 

07.9 

09  5 
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Table  10. 

FEMALE  EMPLOYEES— ALL  OFFICES  AND  DEPARTMENTS— AN- 
NUITIES IN  PERCENTAGE  OF  AVERAGE  FINAL  SALARY 
PURCHASED  BY  ACCUMULATED  NORMAL  CONTRIBUTIONS 
OF  THE  EMPLOYEE. 

p®e.   °  Average  Percentage  of  Salary  Upon  Retirement  at  Age 

62           63  64  65           66  67  68  69  70 

20 24.6  26.7  29.0  31.4  34.1  37.0  40.2  43.8  47.7 

1 24.0  26.0  28.3  30.7  33.3  36.2  39.3  42.9  46.7 

2 23.4  25.4  27.6  30.0  32.6  35.4  38.5  41.9  45.7 

3 22.9  24.8  26.9  29.3  31.8  34.6  37.6  41.0  44.7 

4 22.3  24.2  26.3  28.6  31.0  33.8  36.8  40.1  43.7 

25 21.7  23.5  25.6  27.8  30.3  33.0  35.9  39.2  42.7 

6 21.1  22.9  25.0  27.1  29.6  32.1  35.0  38.2  41.8 

7 20.5  22.3  24.3  26.5  28.8  31.4  34.2  37.3  40.7 

8 19.9  21.7  23.7  25.8  28.0  30.6  33.3  36.4  39.7 

9 19.3  21.0  23.0  25.0  27.2  29.7  32.5  35.5  38.8 

30 18.8  20.4  22.3  24.3  26.6  29.0  31.6  34.5  37.7 

1 18.2  19.8  21.6  23.6  25.8  28.1  30.8  33.6  36.8 

2 17.6  19.1  21.0  23.0  25.0  27.3  29.9  32.7  35.8 

3 17.0  18.6  20.3  22.2  24.3  26.6  29.0  31.8  34.9 

4 16.4  18.0  19.7  21.5  23.5  25.7  28.1  30.9  33.8 

35 15.8  17.4  19.0  20.8  22.8  25.0  27.3  30.0  32.8 

6 15.2  16.7  18.4  20.1  22.1  24.1  26.4  29.0  31.9 

7 14.7  16.1  17.7  19.4  21.3  23.4  25.6  28.2  30.9 

8 14.1  15.5  17.0  18.7  20.5  22.6  24.8  27.3  30.0 

9 13.5  14.8-  16.3  18.0  19.8  21.7  23.9  26.3  29.0 

40 12.9  14.2  15.8  17.3  19.1  21.0  23.1  25.4  28.1 

1 12.3  13.6  15.1  16.6  18.3  20.1  22.2  24.5  27.0 

2 11.7  13.0  14.4  15.9  17.6  19.4  21.4  23.7  26.0 

3 11.1  12.3  13.7  15.2  16.8  18.6  20.6  22.7  25.1 

4 10.5  11.7  13.1  14.5  16.0  17.8  19.7  21.8  24.1 

45 10.0  11.1  12.4  13.8  15.4  17.0  18.9  20.9  23.2 

6 09.4  10.5  11.8  13.1  14.6  16.2  18.1  20.0  22.2 

7 08.8  09.9  11.1  12.4  13.9  15.5  17.2  19.2  21.3 

8 08.2  09.3  10.5  11.8  13.1  14.7  16.4  18.3  20.3 

9 07.6  08.7  09.8  11.0  12.3  13.9  15.6  17.4  19.4 

50 07.0  08.0  09.2  10.3  11.7  13.1  14.7  16.4  18.5 

1 06.4  07.4  08.5  09.7  10.9  12.3  13.9  15.6  17.5 

2 05.9  06.8  07.9  09.0  10.2  11.5  13.1  14.7  16.6 

3 05.3  06.2  07.2  08.2  09.4  10.8  12.2  13.8  15.6 

4 04.7  05.5  06.5  07.6  08.7  10.0  11.4  12.9  14.7 

55 04.1  04.9  05.8  06.9  08.0  09.2  10.5  12.0  13.7 

6 03.5  04.4  05.3  06.2  07.3  08.4  09.7  11.2  12.8 

7 02.9  03.7  04.6  05.5  06.5  07.7  08.9  10.3  11.9 

8 02.3  03.1  03.9  04.8  05.8  06.9  08.1  09.4  10.9 

9 01.8  02.5  03.2  04.1  05.0  06  1  07.3  08.6  10.1 

60 01.2  01.9  02.7  03.5  04.4  05.4  06.5  07.8  09.1 

1 00.6  01.2  02.0  02.7  03.6  04.5  05.7  06.9  08.2 

In  the  early  part  of  this  report  a  summary  of  the  provisions 
upon  which  costs  were  to  be  computed  was  set  forth.  Under  the 
heading  of  "Service  Retirements"  two  optional  methods  of  deter- 
mining the  pension  to  be  furnished  by  the  City  were  described. 
Omitting  from  consideration  the  guarantee  of  a  minimum  retire- 
ment allowance  to  present  employees  who  retire  at  age  70,  the 
cost  of  these  optional  methods  of  granting  service  pensions  is 
given  in  the  following  table.  The  cost  is  stated  in  terms  of  the 
liability  which  would  be  assumed  by  the  City  under  each  of  these 
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methods  and  is  shown  separately  for  prior  service  and  for  future 
service.  The  liability  is  the  present  value  of  the  benefits  to  be 
granted  and  means  that  if  the  amounts  stated  were  on  hand  at 
the  present  moment,  they  would,  if  improved  with  interest  at  the 
rate  of  4%  compounded  annually,  be  just  sufficient  to  pay  the 
service  pensions  described. 


Table  11. 

COMPARATIVE  LIABILITIES  WHICH  THE  CITY  WOULD  AS- 
SUME ON  ACCOUNT  OF  SERVICE  PENSIONS  TO  PRESENT 
EMPLOYEES  WHO   EVENTUALLY  RETIRE  FOR  SERVICE. 

I.    PRIOR  SERVICE 

Liability  assumed  by  the  City  upon  the  basis  of  a  pension 
equal  to — 

the  amount  which  would  have  been 
purchased  by  the  accumulated  contri- 
butions of  the  member  and  the  City, 
if  the  system  had  been  in  operation 
during  the  period  of  prior  service, 
and  both  the  member  and  the  City 
had  been  contributing  at  the  rate  of 
4%  of  salary.  (Combined  contribu- 
tions,  8%.) 


Group 


Ws  %  of  average 
final  salary  for 
each  year  of  prior 


M  a  1  e — Clerical 

M  a  1  e — Laborers, 
mechanics  and 
platform  men 

Female 
Total 


$873,743 

993,501 

145,959 

$2,013,203 


$1,419,456 

1,712,816 

247,864 

$3,380,136 


Group 

M  a  1  e — Clerical 

M  a  1  e — Laborers, 
mechanics  and 
platform  men 

Female 
Total 


II.    FUTURE  SERVICE 

Liability  assumed  by  the  City  upon  the  basis  of  a  pension 
equal  to — 


%  of  1%  of  aver- 
age final  salary  for 
each  year  of  fu- 
ture service. 

$409,185 


496,118 

135,223 

$1,040,526 


the  amount  purchased  by  the  accumu- 
lated contributions  made  by  the  City 
to  match  the  normal  contributions 
established   for  members. 

$546,392 


722,108 

158,199 

$1,426,699 


In  considering  which  of  the  two  methods  to  adopt  for  granting 
service  pensions  it  is  necessary  to  take  up  prior  service  separately 
from  future  service.  The  prior  service  obligation  of  the  City  is 
an  obligation  to  provide  for  present  employees  some  measure  of 
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the  benefits  for  prior  service  which  would  have  accrued  to  them 
had  a  retirement  system  been  operative  during  the  whole  of  their 
service.  The  basis  of  1  1/3%  of  average  final  compensation  for 
each  year  of  prior  service  is  arrived  at  by  doubling  the  approxi- 
mate percentage  normally  purchased  by  the  male  employee's  con- 
tribution, namely  2/3  of  1%.  It  is  the  basis  followed  in  both  the 
New  York  City  and  the  New  York  State  systems.  It  creates  a 
smaller  liability  on  the  City  than  the  second  basis  and  yet  it 
makes  a  liberal  allowance  for  prior  service.  The  second  basis  is 
that  contained  in  the  system  proposed  for  the  City  of  Boston. 
The  comparatively  large  cost  is  due  primarily  to  the  fact  that 
retirements  do  not  all  take  place  at  age  62,  later  retirements 
tending  to  reduce  the  cost  upon  the  first  basis  and  to  leave  the 
cost  upon  the  second  basis  unchanged.  Besides  being  very  costly, 
the  second  basis  is  impracticable  in  San  Francisco,  as  records 
do  not  exist  back  of  1906  from  which  to  find  out  the  actual  salaries 
paid  for  a  large  part  of  the  prior  service.  If  the  rate  of  salary  for 
all  years  of  prior  service  is  taken  as  the  rate  earned  at  the  time 
the  retirement  system  becomes  effective  (this  is  the  case  in  the 
Milwaukee  system),  it  creates  an  excessive  liability  on  the  part 
of  the  city,  as  is  shown  in  the  present  calculation.  For  these 
reasons  the  first  method  is  recommended. 

In  allowing  pensions  for  future  service,  the  City  is  required, 
under  the  Charter,  to  match  the  annuity  purchased  by  the  em- 
ployee's accumulated  contributions.  This  can  be  done  only  by 
using  the  City's  accumulated  contributions,  put  up  to  match  those 
of  the  employee,  to  purchase  a  pension.  Therefore  the  second 
method  is  recommended. 

The  provisions  for  disability  pensions  and  death  benefits  have 
been  taken  from  the  New  York  City  system.  They  are  reasonably 
generous  and  yet  permit  the  maintenance  of  appropriate  equality 
between  the  cost  to  the  employee  and  the  cost  to  the  City  of  the 
aggregate  benefits  granted  under  the  system. 

The  following  table  gives  a  valuation  of  the  assets  and  liabili- 
ties which  would  be  assumed  by  the  City  under  the  proposed  re- 
tirement system,  disregarding  any  guarantee  of  minimum  bene- 
fits. It' shows  aggregate  liabilities,  in  excess  of  the  present  value 
of  normal  contributions  to  be  made  in  the  future,  amounting  to 
$2,086,702. 
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Table  12. 

A  VALUATION  OF  THE  LIABILITIES  OF  THE  CITY  UNDER  THE 
PROPOSED  RETIREMENT  SYSTEM. 

Benefits 

1.  The  present  value  of  service  pensions  to 
present  employees  who  remain  in  service 
until  they  retire  for  service. 

(a)  Future  service 

Present  value  of  normal  contributions 
made  by  the  City  to  match  those  made 
by  present  employees  who  subsequently 
retire  for  service 

(1)  For  employees  whose  ages  are  now 
between  62  and  70  years $105,595 

(2)  For  employees  whose  ages  are  now 

under  62  years 1,321,104    $1,426,699 

(b)  Prior  service 

Present  value  of  pension  consisting 
of  1%%  of  average  final  salary  for 
each  year  of  prior  service 

(1)  For  employees  whose  ages  are  now 

70  years  and  over 281,959 

(2)  For  employees  whose  ages  are  now 
between  62  and  70  years 512,339 

(3)  For  employees  whose  ages  are  now 

under  62  years 1,218,905      2,013,203 

2.  The  present  value  of  disability  retirement 
allowance  to  present  members  who  retire 
for  disability  after  10  years  of  continuous 
service. 

(a)  Total  allowance  consisting  of  \%%  of 
average  final  salary  for  each  year  of 
service,  with  minimum  allowance  of 
25%,  but  not  to  exceed  the  amount 
which  would  have  been  allowed  had 
employee  remained  in  service  to  age  62, 
and  then  retired  on  \V±  of  average  final 

salary  for  each  year  of  service 965,754 

(b)  Present  value  of  accumulated  contribu- 
tions of  disabled  employees 301,076 

Total   disability  benefit  to   be  provided 

by  the  City   (a-b) 664,678 

3.  The   present   value   of   the   death   benefit 

consisting  of  one-half  of  a  year's  salary 
paid  to  the  beneficiaries  of  those  who 
die  in  service 583,828 

Total    $4,687,408 

Contributions 

1.  The  present  value  of  normal  contributions 
made  by  the  City  to  match  those  made  by 

all  present   employees 2,600,706 

2.  The  present  value  of  assumed  liabilities  not 

covered  by  the  normal  contributions 2,086,702 

Total     4,687,408 
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The  distribution  of  the  liabilities  by  occupational  groups  is 
mainly  of  interest  because  of  the  separation  of  the  obligations  on 
account  of  employees  of  the  Municipal  Railway  from  those  on 
account  of  other  City  employees.  Assuming  that  the  liability  of 
the  Municipal  Railway  employees  will  be  cared  for  from  the 
earnings  of  that  system,  the  remaining  liabilities  are  the  measure 
of  the  cost  to  be  met  by  the  taxpayers. 

The  provision  for  a  minimum  retirement  allowance  to  present 
employees  who  remain  in  service  until  age  70  seems  not  only 
fair  but  absolutely  essential  if  the  true  purpose  of  the  retirement 
system  is  not  to  be  defeated.  It  is  contemplated  that  the  City 
service  will  be  made  more  efficient  through  the  weeding  out  of 
aged  and  disabled  employees  and  that  the  granting  of  a  retire- 
ment allowance  to  those  so  separated  from  the  service  will 
justify  the  taking  of  steps  which  have  heretofore  been  considered 
too  harsh  to  take.  But  if  the  retirement  allowance  is  less  than 
$40  per  month  (or  less  than  half  salary  if  half  salary  is  under 
$480  per  annum),  it  does  not  accomplish  its  purpose.  Therefore, 
it  is  proposed  to  guarantee  such  a  minimum  to  present  employees 
who  stay  on  in  service  to  age  70  and  then  retire  through  the 
compulsory  retirement  feature  of  the  system.  It  is  not  suggested 
that  the  minimum  be  guaranteed  for  future  entrants  into  the 
system,  because  they  will  enter  the  service  of  the  City  with  full 
knowledge  of  the  age  limit  placed  upon  their  continued  employ- 
ment, and  they  must  assume  for  themselves  the  burden  of  pro- 
viding more  adequately  for  their  old  age  than  it  is  possible  to  do 
under  the  system. 

The  additional  liability  assumed  by  the  City  on  account  of  this 
minimum  service  pension  is  shown  in  the  following  tables : 

Table  14. 

ADDITIONAL  LIABILITY  ASSUMED  BY  THE  CITY  ON  ACCOUNT 
OF  GUARANTEEING  A  MINIMUM  ANNUAL  RETIREMENT 
ALLOWANCE  OF  $480  (BUT  NOT  MORE  THAN  HALF  SAL- 
ARY) TO  THOSE  NOW  IN  SERVICE  WHO  SUBSEQUENTLY 
RETIRE  AT  AGE  70. 

Additional  Liability  on  Account  of  Employees  of 

All  Other  Offices 
Croup  Municipal  Railway       and  Departments 

Male — 

Clerical    $761 $23,602 

Carmen    8,683 

Laborers — 

Monthly    basis 1,795 21,067 

Per    Diem 14,380 104,039 

Mechanics — 

Monthly    basis 246 

Per    Diem 1,778 3,328 

Female — 

Clerical    5,460 

Laborers    20,748 


Total    $27,397 $178,490 
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Table  15. 

ACTUARIAL   VALUATION   OF   LIABILITIES  ASSUMED   BY   THE 
CITY  UNDER  THE  PROPOSED  RETIREMENT  SYSTEM. 

(Including  the  cost  of  guaranteeing  a  minimum  benefit  to  employees  now 
in  service,  who  retire  at  age  70.) 

All   Other 
Municipal  Offices  and 
Item  Total  Railway  Departments 

Present  Value  of 
Liability  for: 

(1)  Prior  Service  Pension $2,013,203        $145,804        $1,867,399 

(2)  Future   Service   Pension 1,426,699  291,416  1,135,283 

(3)  Guarantee    of    Minimum    Allowance    at 

age    70 205,887  27,397  178,490 

(4)  Disability    Benefit 664,678  171,725  492,953 

(5)  Death    Benefit 562,828  136,691  426,137 

Total    Liabilities $4,873,295        $773,033        $4,100,262 

Present  Value   of   Normal   Contributions   by 

the    City 2,600,706  652,716  1,947,990 

Liabilities   not   Covered   by    Normal    Contri- 
butions     $2,272,589        $120,317        $2,152,272 

The  liability  of  $2,152,272  which  must  be  cared  for  by  appro- 
priations in  the  budget,  in  addition  to  the  amounts  required  to 
match  normal  contributions  of  employees,  which  should  be  paid 
in  by  equal  sums  spread  over  a  period  of  25  to  40  years.  Six  per 
cent  of  this  amount  paid  each  year  would,  at  4%  interest,  wipe 
it  out  in  approximately  26  years.  Five  per  cent  of  this  amount 
paid  each  year  would,  at  4%  interest,  wipe  it  out  in  approxi- 
mately 36  years.  The  former  would,  in  round  numbers,  be  the 
equivalent  of  $130,000  per  annum  for  nearly  26  years,  and  the 
latter,  $108,000  per  annum  for  about  36  years. 

In  addition,  there  would  be  due  from  the  Municipal  Railway 
an  aggregate  amount  of  $120,317,  which  spread  in  the  same 
fashion  would  call  for  annual  payments  of  $7,200  for  about  26 
years,  or  $6,000  for  about  36  years.  The  following  table  shows 
the  probable  amounts  which  the  City  will  be  called  upon  to  raise 
during  the  year  following  the  creation  of  the  system.  The 
amounts  can  not  be  stated  exactly,  because  of  changes  in  person- 
nel and  fluctuations  in  the  pay-roll  which  are  constantly  taking 
place.  The  estimate  is  based  upon  the  statements  of  annual  earn- 
ings obtained  through  the  census  of  active  employees  that  was 
taken  in  April,  1921. 
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Table  16. 

ESTIMATED  ANNUAL  AMOUNTS  REQUIRED  OF  THE  CITY  TO 
MATCH  NORMAL  CONTRIBUTIONS  OF  PRESENT  EMPLOY- 
EES AND  TO  EXTINGUISH  THE  LIABILITY  FOR  PRIOR 
SERVICE  IN  VARIOUS  STATED  LENGTHS  OF  TIME. 

1.    Extinguishing  Prior  Service  Liability  in  Approximately  26  Years. 

All  Other 
Municipal  Offices  and 

Total  Railway  Departments 

*Future    Service 223,000  68,000  155,000 

**Prior    Service 137,200  7,200  130,000 


Total    360,200                      75,200  285,000 

//.    Extinguishing  Prior  Service  Liability  in  Approximately  36  Years. 

♦Future    Service 223,000                       68,000  155,000 

♦♦Prior    Service 114,000                         6,000  108,000 


Total    337,000                       74,000  263,000 

III.    Extinguishing  Prior  Service  Liability  in  Approximately  40  Years. 

♦Future    Service 223,000                       68,000  155,000 

**Prior    Service 110,850                         5,850  105,000 


Total    333,850  73,850  260,000 

*The  estimated  amounts  payable  for  future  service  were  obtained  as  follows : 
Based  upon  the  ages  and  rates  of  pay  of  employees  the  average  rate  of 
contribution  for  municipal  railway  employees  was  found  to  be  4.51%  and 
for  others  4.83%.  Upon  an  estimated  payroll  of  $1,500,000  for  the  Municipal 
Railway,  the  estimated  amount  of  the  annual  contributions  is  in  round 
numbers  $68,000.  Upon  an  estimated  payroll  of  $3,200,000  for  other  Offices 
and  Departments,  the  estimated  annual  contributions  amount  to  $155,000  in 
round  numbers. 
♦♦Estimated  amounts  shown  in  round  numbers. 

It  will  be  noted  that  no  reference  has  been  made  to  rates  of 
contribution  to  provide  for  retirement  after  thirty  years  of  con- 
tinuous service,  irrespective  of  age.  It  is  recommended  that  no 
rates  be  established  for  such  retirements,  as  they  are  not  in  gen- 
eral desirable.  An  employee  who  is  disabled  before  reaching 
age  62  can  retire  under  the  provisions  of  the  proposed  plan,  and 
an  employee  who  is  not  so  disabled  should  not  be  permitted  to 
retire.  However,  other  pension  systems  set  a  lower  age  retire- 
ment than  62,  and  there  is  no  valid  objection  to  incorporating  a 
provision  in  the  proposed  system  which  will  permit  an  employee 
to  retire  at  a  lower  age,  say  60,  provided  he  has  completed  thirty 
years  of  continuous  service.  But  instead  of  charging  different 
rates  of  contribution  to  provide  retirement  allowances  to  those 
who  elect  this  provision,  it  is  recommended  that  the  benefit  be 
scaled  in  accordance  with  the  accumulated  contributions  as  of  that 
date  and  the  relation  between  the  actuarial  value  of  the  benefits 
at  ages  60  and  62. 
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The  benefits  provided  by  the  Workmen's  Compensation  In- 
surance and  Safety  Act  should  not  be  considered  in  connection 
with  allowances  under  the  retirement  system.  The  nature  of 
compensation  benefits  and  the  administration  of  the  compensation 
law  is  so  different  from  the  features  of  the  retirement  system,  that 
it  would  be  unwise  to  follow  the  lead  of  other  States  which  pro- 
vide larger  benefits  for  disability  and  death  cases  resulting  from 
industrial  accidents  but  deduct  from  such  benefits  the  amounts 
payable  under  the  compensation  law.  By  leaving  the  benefits 
the  same  for  all  disabilities  and  deaths,  whether  caused  by  in- 
dustrial accidents  or  not,  the  cost  to  the  City  is  not  increased 
and  the  administration  of  the  system  is  greatly  simplified.  It  is 
therefore  recommended  that  the  benefits  enumerated  for  disability 
retirements  and  death  cases  be  the  same  for  industrial  as  for  non- 
industrial  cases,  but  that  the  City  be  required  to  pay  the  benefits 
of  the  compensation  act  in  addition  to  the  benefits  payable  by  the 
retirement  system  where  a  disability  retirement  or  a  death  is  the 
result  of  an  industrial  accident. 

Because  of  the  added  cost  to  the  City,  without  social  justifica- 
tion, arising  from  the  granting  of  benefits  upon  an  unlimited 
salary  basis,  it  is  recommended  that  no  contributions  be  collected 
nor  benefits  be  granted  upon  the  amount  of  salary  of  any  in- 
dividual in  excess  of  six  thousand  dollars  per  annum. 

In  concluding  this  report,  I  wish  to  express  my  appreciation 
of  the  invaluable  assistance  rendered  by  Mr.  Ralph  R.  Nelson, 
the  Secretary  of  your  Board.  He  has  co-operated  in  every  way, 
and  his  judgment  and  advice  have  both  been  helpful.  I  am  also 
grateful  to  Mr.  Victor  Montgomery,  Actuary  of  the  State  In- 
surance Department,  who  arranged  for  a  seven  months'  leave 
from  the  department  to  assist  me  in  carrying  on  this  work. 
Respectfully  submitted, 

WM.  LESLIE. 


